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. - in the management of the bank’s earning assets 
lie possibilities for either success or failure. . . 


LOSSES 


IN BANK EARNING 


ASSETS 


The Problem and How To Meet It 


By FREDERICK MUELLER, Jr. 


@ Losses in the earning assets of banks have been largely responsible for the 
late-lamented banking crisis and for the large number of bank closings which 
were reported annually prior to that event. Bank closings have been caused 
not so much by the increased cost of bank operation as by heavy losses in the 
bond and loan accounts. 


@ Recognizing the importance of the handling of the “earning assets” in success- 
ful bank management, Frederick Mueller, Jr., has made this analytical study of 
the problem and in this book he presents the facts and his conclusions. He has 
observed bank policies as to the investment of the earning assets during the past 
decade and has traced the results of such policies as revealed in the figures of 
losses in both the investment and loan accounts. 


@ Bank executives who wish to check their own experience with that of banks in 
general—who would compare their own policies with general banking trends— 
will find this book of great value and interest. 


@ To examine a copy without obligation, fill out the coupon below. 


APPROVAL ORDER COUPON 


BANKERS PUBLISHING COMPANY 
465 Main STREET, CAMBRIDGE, Mass. 


You may send me on 5 days’ approval.a copy of “Losses in Bank Earning Assets” 
by Frederick Mueller, Jr. At the end of 5 days I will either send you my check 
for $3 or return the book. 
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If you are planning a new bank 


building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 
ing and profitable. 


It is profusely illustrated, and 
attractively printed and bound. 


ORDER BLANK 


BANKERS PUBLISHING COMPANY Send for 
Book Dept.—465 Main St., Cambridge, Mass. 


You may send me postpaid for examination “The Funda- a copy 
mentals of Good Bank Building,” by Alfred Hopkins. 

Within five days after its receipt I will send you $7.50 
in full payment or return the book. on 


approval 
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Editorial Comment 
RESUMPTION OF FOREIGN LENDING 


UGGESTIONS are being made that one way of re- 
.) lieving our farm situation would be the resumption 

of foreign lending. About the time this suggestion 
was put forth from official quarters there came from the 
same source a warning that the Government would take 
no special measures to protect American capital invested 
abroad, the only concern being that our lenders should be 
accorded the same treatment as others. 

That our foreign loans have largely fallen off is not due 
to the inability of our banks to make such loans. The 
explanation is to be found partly in the slackened foreign 
demand, but more in the unsatisfactory experience of the 
past. Blame for this situation does not rest wholly upon 
the shoulders of the borrowers, for in many cases loans were 
most injudiciously made, and it would have been almost 
miraculous if they had been paid at maturity. Probably, 
should our banks again resume foreign lending, they would 
profit by their experience and hereafter act with more care. 

One element that hinders international lending consists 
in the disposition of various countries to treat both foreign 
and domestic capital with a considerable degree of severity 
—a disposition by no means confined to foreign countries. 

There is no doubt that a resumption of foreign lending 
by American banks would result in the absorption by for- 
eign countries of much of our present farm surplus. But 
if any assistance is to come from this source that will be 
of lasting benefit to either side, such loans must be more 
judiciously made than has been the case in the past. Nor 
can much be expected along this line so long as the threat 
of war hangs over the world. 


CHANGING BANKING PROBLEMS 


ROM an intensive study made by the New York 
State Bankers Association, it is learned that a marked 
change has taken place in the character of bank assets 
in recent years, and that this change has brought with it 
new problems with which bankers should become familiar. 
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Although the study relates to the banks of New York 
State only, a like condition prevails to a considerable extent 
among the banks of other states. 

It is found by those making this study that the character 
of the banks has undergone an important change in recent 
years. “The proportion of bank assets consisting of invest- 
ments, real estate loans and collateral loans, which for pur- 
poses of convenience and brevity we refer to as ‘capital 
assets,’ has been increasing steadily, while the proportion 
consisting of unsecured loans has been growing smaller and 
smaller.” Since capital assets have become the predominant 
part of bank portfolios, it is pointed out in this study that 
the quality of such assets is of supreme importance. 

Dealing with the growth of time deposits and the pay- 
ment of interest on such deposits, the study shows that 
interest payments, even with the low rates now in force, 
constitute a severe drain on the net earnings of the banks. 
In the past some banks have been paying a higher rate 
than prime investments would yield, thus resulting in a 
loss if the proper standards of investment were maintained, 
or tending to a lowering of such standards in order to at- 
tract deposits by a high interest rate. 

Much emphasis is placed in this valuable study on the 
necessity of building up capital funds as a means of afford- 
ing adequate protection to depositors. 

It is pointed out that “banks cannot continue to pay 
out so much for deposits which they cannot lend or invest 
profitably and safely.” Increased service charges and branch 
banking are hinted at as remedies for some presert banking 
difficulties. 


MOURNING FOR THE DEPARTED NATIONAL 
BANK NOTES 


N address delivered by C. J. Lord, president of the 
National Bank Division, at the New Orleans conven- 


tion of the American Bankers Association, deplored 
the passing of the national bank notes from circulation. 
““National bank notes,” he said, “created by an Act of Con- 
gress, to serve a specific governmental purpose, were 
banished, though indirectly, by Administrative edict.” 
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It is rather surprising that the national banks did not 
protest more vigorously than they seem to have done over 
the loss of the privilege of issuing circulating notes. Al- 
though this privilege was not, especially in recent years, a 
source of much profit to the banks, it had considerable pub- 
licity value, and was a source of much pride to the smaller 
banks particularly. 

Probably the protest made by Mr. Lord was representa- 
tive of the general feeling of the banks in this matter. 

For many years the character of the national bank note 
was the subject of debate among those advocating banking 
reform. It would have been possible to devise a means 
whereby the notes could have been made safe and elastic, 
without bond security. But instead of following this course, 
Congress conferred upon the Federal Reserve banks the 
power of issuing notes, which has now become exclusive. 
The national and other member banks have furnished the 
funds which enable the Federal Reserve banks to issue 
their notes. Having done this, the member banks may bor- 
row notes of the Federal Reserve, if they have the proper 
security. 


IMPRACTICABLE ADVICE TO BANKERS 


ERHAPS the most dramatic event at the New Or- 
Preans convention of the American Bankers Associa- 

tion was the address of Orval W. Adams, in which he 
suggested that the banks place an embargo on further pur- 
chases of Government obligations until a sincere effort was 
made to balance the budget. Additional interest was lent 
to this address by the fact that Mr. Adams was elected 
second vice-president of the A. B. A., and is therefore in 
line for the presidency. 

In proposing that the banks shut down on Federal 
lending until the Government becomes more economical, 
Mr. Adams was following a tradition of sound banking. 
In the case of private borrowers a bank would surely shut 
down on loans where the individual was spending far be- 
yond his income. But the situation is not exactly the same 
where the Government is the borrower. The limits of the 
individual’s income may be easily ascertained, but so long 
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as the Government has not exhausted the power of raising 
revenue, it is only speculation to attempt to define what 
the limitation is in this respect. 

But, admitting that the advice given by Mr. Adams 
was sound in principle, its application under present circum- 
stances must be regarded as impracticable. The banks hold 
large volumes of Government securities, and any attempt 
they might make to place an embargo on the purchase of 
further issues would almost certainly depreciate their pres- 
ent holdings to a ruinous extent. 

The most recent financing by the Treasury indicates 
that the banks still have large faith in the obligations of the 
United States. 


1936 


F present signs are to be trusted, the year upon which 

we are just entering promises to be one of increased 

prosperity. For some months now gratifying indications 
of business recovery have persisted, and while unemploy- 
ment still exists on a large scale, the efforts of the Govern- 
ment to ameliorate the situation have been in part successful. 
It is recognized that the real problem of unemployment 
must await solution until the workers shall find jobs in 
their customary employments. 

The effects of the coming Presidential campaign on 
the course of business can only be guessed at, though as a 
rule business does not relish the uncertainties such contests 
invariably bring in their train. 

It is certain that the general outlook is more encourag- 
ing than twelve months since. The actual record of 1936 
remains to be written, 
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Does Credit Analysis Pay ? 


Analysis Must First Establish Value of Receivables and Merchan- 
dise, Using Volume of Sales as Yardstick 


By EuGENE S. BENJAMIN 
Author of “Practical Credit Analysis” 


NY reply to this question, in its 

At sense, should have reference 

to the credit results to be ex- 

pected from the general use of credit 

analysis, and in its smaller sense to the 

cost, viz.,.time and labor expended to 
make the analysis. 

Previous to 1920, with the exception 
of the Current Ratio, there was prac- 
tically no attempt to measure the various 
proportions of statements in order to 
determine whether there was a proper 
basis for credit; sales data and audited 
statements were rare, and profit and 
loss figures still more rare. 

Alexander Wall, in 1921, was prob- 
ably the first to draw attention to the 
necessity of developing ratios connected 
with sales, as a constructive and neces- 
sary measure in any analysis for credit. 

While “Wall’s Analytical Credits” 
initiated a progressive step and war- 
ranted and received the interest of many 
credit men, the method advocated was 
cumbersome and unnecessarily involved 
and the results achieved were inconclu- 
sive, because after going to the extent 
of analyzing a statement, the failure to 
provide all of the necessary sales ratios 
left the credit man without the full facts 
which he had reason to expect from 
such analysis, notwithstanding which he 
should have been influenced as to the 
value of sales ratios and it is very prob- 
able that he unconsciously utilized them 
thereafter, in determining credit conclu- 
sions, 

The Current Ratio continued in full 
use-——in spite of the disclosures in 1925, 
when a large Mid-West wholesale dry 
goods concern went bankrupt, and the 
testimony of the bookkeeper defending 
his part in a fraudulent statement 


showed that his employer sent him back 
several times to recast the corporation’s 
statement because “those Eastern fellows 
want to see a 2 to 1 current ratio.” 

The reliance on Current Ratio is still 
responsible for many “doctored” state- 
ments and the cause of many credit 
losses. 

Some day every credit man _ will 
realize that the Current Ratio is a guess 
—that there can be no current ratio 
stated as to any balance sheet, until the 
analyst can first establish the value of 
the receivables and the merchandise to 
the business in question, using the volume 
of sales as his yardstick. 


CUMBERSOME ANALYSIS METHODS 


While understanding the attitude of 
credit executives who refused to analyze 
their credits because of the cumbersome 
and time consuming methods generally 
in use up to 1933, and because of the 
inadequate picture of the credit which 
resulted, it may be safely stated that this 
partial analysis would have fully com- 
pensated them even if it only resulted 
in giving them the real instead of the 
estimated value of the current ratio. 

But there is no necessity for a cum- 
bersome or involved method of credit 
analysis—there is a simple procedure— 
inexpensive and practical and profitable 
to those who will use it. 

For credit analysis—i.e., for the pur- 
pose of determining the credit avail- 
ability of an industrial balance sheet, we 
need consider only six primary ratios, 
viZ.: 

1. Percentage of receivables to sales. 

2. Percentage of merchandise to sales. 

3. Percentage of liabilities to sales. 


5 
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4. Percentage of liabilities to working 
capital. 

5. Times turnover of working capital. 

6. Times turnover of merchandise. 


Five of these ratios relate to sales, the 
sixth relates to the capacity to pay. 

On the receipt of any statement, an 
ordinarily intelligent clerk can set up 
these figures according to present meth- 
ods and work out these ratios, within 
15 minutes. 

He can then file the statement, cross 
indexing it both as to client’s name and 
industry, making a practice of adding to 
his own files any published statements 
as to an industry in which his employer 
has interest. The compilation of these 
statistics is for the purpose of eventually 
preparing a Trade Standard, so that 
comparison of the operating ratios of 
any individual statement. can be made 
with the acceptable averages of a group 
in the same industry or trade. 

The final preparation of a Trade 
Standard does take time, probably not 
in excess of 10 hours’ work. This re- 
quires only the same intelligent clerk to 
compile. This Trade Standard will last 
for several years unless drastic changes 
take place. 

While in the use of credit analysis 
a Trade Standard is not wholly essen- 
tial, it is extremely valuable to the credit 
man as it gives him a definite measuring 
tape 

The Trade Standard is the only 
known method of fully developing the 
weakness or strength of the “capacity 
risk.” 

In addition it provides a “deadly 
parallel” as to the “financial risk” and 
it furthermore often develops the fact 
that a weak current ratio is not necessar- 
ily a barrier to credit. 

One of course can develop and util- 
ize credit analysis profitably without 
compiling Trade Standards but when 
once compiled, they are invaluable and 
make possible quick and justified deci- 
sions by a credit executive. 

Dun & Bradstreet Inc. issues a very 
valuable publication entitled “Behind 


the Scenes of Business,” prepared by 
Roy A. Foulke, in which much of the 
statistical information can be utilized by 
those who do not care to prepare their 
own Trade Standards, but ordinarily a 
credit executive will prefer to prepare 
his own data from his own files. 


HOW TO PREPARE A TRADE STANDARD 


The following details are taken from 
each statement used to compile a Trade 
Standard, and spread horizontally across 
the sheet under the several headings. 

1. Date. 

2. Name. 
Sales. 
Receivables. 
Merchandise. 
Liabilities. 
Gross capital. 
Working capital. 
% receivables to sales. 

10. % merchandise to sales. 

11. 9% liabilities to sales. 

12. 9% liabilities to working capital. 

13. Times turnover of working capi- 

tal. 

14. Times turnover of merchandise. 

Profit and Loss can be added, as well 
as Current Ratio, to this list. ; 

It is preferable to head the Standard 
with the name showing the largest sales 
and to terminate it with that showing 
the smallest sales. Columns 3 to 8 in 
clusive are totalled and from their totals, 
the six primary operating ratios of the 
group are quickly determined. 

At this point the credit executive 
comes in. He should determine whether 
he will accept the group averages or not. 
Ordinarily he should reject unduly fav 
orable or unduly unfavorable statements 
from his calculations and also determine 
whether divergence in statement dates 
will influence his judgment. The ques 
tion of ‘using group averages to deter’ 
mine the percentage of liabilities to 
working capital is very debatable. Ordi- 
nary business usages should control as to 
this ratio as often the group average is 
much below the allowable percentage. 





THE BANKERS MAGAZINE 


An hour of consideration given to a 
Trade Standard by the credit executive 
is all that is necessary for the practical 
utilization of such Standard in valuing 
submitted credits. No attempt has been 
made to direct his judgment in present- 
ing to him the operating ratios which 
exist in a trade or industry. The facts 
are given him and he can then make 
his own decision therefrom. 

It is safe to predict that after using 
this method he gets a viewpoint of its 
value that will remain. If he still clings 
to the Current Ratio, he cannot deny 
that simple credit analysis has given him 
added valuable information and has 
justified its cost! 

Even if this has not been proven in 
an affirmative way, then looking at it 
from the negative standpoint, he cannot 
afirm that his credit judgment has been 
weakened rather than strengthened by 
the use of the ratios. 

This fact may be shown by the use 
of the following hypothetical figures 


showing the Current Position of an ap- 
plicant for credit. 


$100,000 
200,000 
250,000 


Receivables 


Merchandise 


$550,000 


$250,000 
300,000 


$550,000 


The Current Ratio of above is 2.20. 

Ordinarily such a financial showing 
would entitle an industrial enterprise to 
liberal credit, but a credit analyst would 
not pass on these figures for credit un- 
less he had information on two factors, 
viz., the sales and the type of business 
transacted. 

Let us give the sales as $1,000,000 
and the profits as $50,000. 

Then applying these figures and the 
Operating ratios evolved from them, the 
credit analyst will say: 

As to manufacturers of men’s wear, 
such as clothing, hats, shirts, shoes and 


kindred lines selling on terms of 60 to 
90 days, this statement, although the 
liability ratios are high, would give fair 
assurance for credit. 

As to mills manufacturing cotton, 
wool, silk, rayon, or knitted men’s wear, 
this current position would also be satis- 
factory for credit purposes. 

As to jobbers of many types of stand- 
ard merchandise including textiles and 
excluding jewelry and luxuries, the fig- 
ures would be unsatisfactory because all 
the percentage ratios are too large, and 
the turnover ratios too small, to realize 
a net profit. The sales should be at least 
$1,250,000 to justify the value set on the 
merchandise. 

As to department stores—all the ra- 
tios are out of line and to justify any 
credit the sales should be $1,500,000 to 
substantiate ‘the value set on the receiv- 
ables and the merchandise. 

As to manufacturers of women’s 
outerwear—all the operating ratios are 
so far out of line, that no consideration 
could be given to the figures as a basis 
of credit. For a business of $1,000,000 
annually, the receivables should not ex- 
ceed $100,000, and the carried over 
merchandise $50,000. A manufacturing 
business of this type can do a volume 
of 7 to 10 times its working capital—so 
that to justify these balance sheet fig- 
ures the sales should total at least 
$2,000,000. 

Are not such facts as these important 
to develop in the consideration of a bal- 
ance sheet and can any credit man af- 
ford to ignore or minimize them? 

The compilation of Trade Standards 
in any and every avenue of manufac 
turing, jobbing or retailing justifies all 
reasonable effort and the cost of prepar- 
ing an analysis, when credit enters into 
consideration. Every division of indus- 
try has its own “atmosphere” and it 
should be accorded credit on the basis 
of its natural requirements, plus its abil- 
ity to pay and not on a basis of a cur- 
rent ratio, which has been established to 
cover all types. 





A HUNDRED checks in the 
morning’s mail mean to the merchant 
and business man a hundred bills paid 


—each with its percentage of profit. 


But to you, the banker, these same 
items mean a hundred more checks to 
collect—each with its percentage of 


expense. 


Decrease the cost to yourselves and 


increase the profit to your customer 


by taking advantage of our unexcelled 


collection facilities. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


CAPITAL and SURPLUS ... . . . $30,€00,000 
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Early American Bank Stock Speculation 


The First ‘‘Bankomania’”’ 


By A. M. SAKOLSKI 
Author of “The Great American Land Bubble” 


This is the first of a series of articles on early American bank stock speculation. 


the Revolution the word “bank” 

had an unpleasant savor. The term 
had been applied to various money- 
making schemes that had turned out 
badly—mere bubbles for the creation of 
paper money or worthless scrip. As far 
back as 1681 a band of Boston mer- 
chants established “a bank of credit” 
and in 1687 there appeared a prospectus 
of Blackwell’s Bank. Again, in 1714, 
there was published “A Project for 
Erecting a Bank of Credit in Boston, 
New England Founded on Land Secu- 
rity,” which was followed by similar 
schemes. 

While specie was scarce, land was 
plentiful. Accordingly, property was 
mortgaged and, based on such security, 
paper money was issued. The most 
notorious of these undertakings was the 
so-called “Manufacturing Scheme” which 
originated in Massachusetts in 1740. The 
idea was to secure paper issues by a 
mortgage on the real estate of each sub- 
scriber to the amount of his subscription. 
The Massachusetts colonial authorities 
granted it a charter despite strong politi- 
cal opposition—and it straightway issued 
notes to the extent of £50,000. Several 
other groups of land poor individuals 
also eagerly launched themselves in this 
money-making business. One after an- 
other, they soon blew up. James Sulli- 
van, in his Path to Riches, published 
in 1792, likens the ‘Manufacturing 
Bank” to the “bubble produced by Law’s 
Scheme in Paris.” “Some of the greatest 
men in the Massachusetts Government,” 


Ts the old colonials who survived 


‘See Prince Society Publications, Colonial 
Currency Reprints, No. 1, (1910). 


—EDITor. 


he wrote, “were in the corporation and 
the influence of it pervaded everything. 
Elections were governed by it. The 
legislature was under its control, and its 
power was exceeded by nothing but the 
misfortunes and calamities which were 
introduced by it. The notes issued by 
the company could not be paid. There 
were moneys due on the mortgages but 
that money could not be collected. A 
great variety of acts and laws were made 
to bring this business to a close in 1759.” 


BANK REGARDED WITH SUSPICION 
When these bank bubbles burst, the 


population became infuriated against 
their promoters. Laws and ordinances 
were enacted authorizing the seizure of 
the promoters’ estates and even empower- 
ing the provincial government to use 
force “to break into the houses, chests, 
etc., of the directors of a failed bank.” 
With this calamitous background, any 
institution designated as a “bank” was 
regarded with suspicion. 

Yet, the old colonial schemes were not 
banks of discount and deposit. They 
were merely instruments for circulating 
“bills of credit” issued both privately and 
by public authority. Nothing like a 
modern bank appeared on the North 
American continent until the last years 
of the Revolutionary War. Resort was 
then had to the institution largely as a 
means of prosecuting the war. As early 
as 1779, young Alexander Hamilton, 
with all the persistence which character- 
ized his whole political career, proposed 
to Robert Morris a plan for a bank. 
Though not taken seriously at first by 
the great financier, he repeatedly pressed 
this scheme. “The only plan that will 
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preserve the currency is one that will 
make it the immediate interest of the 
moneyed men to co-operate with the 
Government in its support,” he argued. 
“The plan I propose is that of an Amer- 
ican Bank, instituted by authority of 
Congress for ten years under the de- 
nomination of the Bank of the United 
States.”’? 


POLITICAL OBJECTION 


Though Morris strongly favored 
Hamilton’s ideas, he could not get Con- 
gress to provide for a national banking 
institution. There were strong political 
objections to it. Besides, who would 
supply the cash required as capital? 
Hamilton, having knowledge of colonial 
experience with land banks, was opposed 
to any institution not having real money 
as financial backing. 

Moved largely by patriotism, in 1780, 
a small group of Philadelphians sub- 
scribed £300,000 in ‘Pennsylvania cur- 
rency to a concern then commonly 
called The Pennsylvania Bank. It was 
created for the sole purpose of “fur- 
nishing a supply of provisions for the 
Armies of the United States.” Con- 
gress guaranteed to subscribers reim- 
bursement and necessary aid, but no 
charter was sought or bestowed. It 
was merely a temporary pooling of 
funds, and when Robert Morris finally 
succeeded in getting Congress, on May 
26, 1781, to approve a charter for The 
Bank of North America, the Bank of 
Pennsylvania quietly proceeded to wind 
up its affairs. 


BANK OF NORTH AMERICA BORN 


The Bank of North America, the first 
of the modern banking institutions of 
the American continent, had a difficult 
birth. Despite the fact that almost all 
the thirteen states accorded it monopo- 
listic banking privileges in their respec- 
tive territories, there was no rush of 
capitalists or speculators to obtain a 


*Hamilton, Works I, p. 125. 


share in its proprietorship. Cash, i.e. 
actual specie, was then exceedingly 
scarce and subscriptions to the bank’s 
capital were required, in this medium. 
Moreover, there was grumbling regard- 
ing the bank's legitimacy. However, 
Morris succeeded in bringing it to life. 
His investment in it was $254,000 of 


‘ specie obtained from France by the Con- 


tinental Congress. He received an equi- 
valent amount of stock taken in the 
name of the Continental Congress. 

The original capital of the Bank of 
North America was $400,000 divided 
into shares of $400 each. The first sub- 
scription was completed on July 25, 1783, 
and showed 145 shareholders, most of 
them located in Philadelphia. The largest 
individual subscriber was the wealthy 
Jeremiah Wadsworth of Connecticut. 
He held 104 shares, an investment of 
$41,600. Robert Morris, because of the 
urgent need of Congress for cash, soon 
borrowed from the bank more than had 
originally been advanced for the Gov- 
ernment’s stock subscription. He subse- 
quently repaid the loan through the sale 
of the stock. Accordingly, the number 
of shareholders increased and some of 
the stock was taken abroad—mainly in 
Holland. 


THRIVED FROM BEGINNING 


Despite the timidity of revolutionary 
capitalists to become proprietors of the 
first discount bank in America, the in- 
stitution thrived from its very begin- 
ning and dividends were soon paid from 
its profits. In January, 1784, books 
were opened for subscriptions for an 
additional issue of $500,000 of stock, 
this time at $500 per share. The sub- 
scription was a complete success. “Old 
men placed the money designed for the 
support of their old age in the bank,” 
wrote Pelatiah Webster in 1790. “The 
money of widows and orphans likewise 
was lodged therein as well as the monies 
of the merchants and every other descrip- 
tion of men.” The $900,000 paid up 
capital of the bank, he describes as a 
“vast sum.” “So great was its success,” 
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he adds, ‘“‘and so alluring was its effect, 
that it appears by the bank’s books, that 
its cash account in one year, viz., January 
1, 1784 to January 1, 1785, amounted 
to the almost incredible sum of 59,570, 
000 Mexican dollars, and though the 
attacks upon the bank and many other 
difficulties, which much diminished its 
negotiations in the succeeding years were 
so great as seemed almost fatal, yet such 
was its great intent strength, and the 
energy of its very nature, that its trans- 
actions from January 1, 1785 to Janu- 
ary 1, 1786 amounted to about 
$37,000,000."°8 


FEAR OF MONEY MONOPOLY GROWS 


The “difficulties,” of which Webster 
speaks, were the attacks of the Penn- 
sylvania government on the bank. The 
politicians looked upon the growing in- 
fluence of the institution with jealousy. 
They feared this new money monopoly. 
Its corporate powers were too extensive. 
“The bank, for ought we know, might 
become a trading company, and by stop- 
ping discounts at particular times might 
take advantage of private merchants,” 
exclaimed a member of the Pennsylvania 
legislature in March 1786.* This jealous 
animosity resulted in the repeal of the 
bank’s charter on September 13, 1786. 
Almost at the same time, Pennsylvania 
created its own “loan office” and started 
a flood of paper money. Meanwhile, 
the bank applied for and received a char- 
ter in Delaware, and threatened to move 
from Philadelphia. The bank baiters 
then grew hesitant. Why allow a rival 
state to have the money monopoly? Their 
opposition consequently ceased. A com- 
promise was effected and a new though 


*Pelatiah Webster, Essays, p. 444. 


“Mathew Carey, Debates of the General 
Assembly of Pennsylvania on the memorial 
forcing the repeal of the charter of the Bank 
of North America, p. 113. 


less liberal charter by Pennsylvania was 
granted on March 1, 1787. And so the 
Bank of North America has continued 
its existence to this day! 

The Bank of North America was a 
good dividend payer, and its shares were 
prized highly. It paid a 1414, per cent. 
dividend in 1783 and 13! per cent. in 
1784. The next three years, during 
which it struggled to maintain its exist- 
ence, the dividends were reduced to 6 per 
cent., but under its new lease of life, it 
again renewed its former scale of pay- 
ments. 


SUCCESS SPREADS TO OTHER STATES 


The story of the Bank of North 
America’s success spread throughout the 
states. Merchants and speculators of 
Philadelphia’s rival commercial centers 
felt that they also should have a “specie 
bank.” In 1784 a group of New York 
capitalists, under the guidance of Alex- 
ander Hamilton, established the Bank of 
New York—without even the formal 
procedure of a corporate charter.5 Be- 
fore the bank’s doors were opened, how- 
ever, the promoters sent their executive 
officer, William Seton, to Philadelphia 
to learn how the Bank of North America 
conducted its business so successfully. 
The manager of the first commercial 
bank in Boston, the Massachusetts Bank, 
also created in 1784, likewise visited 
Philadelphia for the same _ purpose. 
Banking was a mystery in those days. 
It soon became a mania. Every town 
wanted a bank. Every town soon had 
one. New Haven, Hartford, Providence 
and Baltimore fell into line. But the 
institutions which were organized or at- 
tempted under State auspices in this 
early period were mere pigmies to Alex- 
ander Hamilton’s grandiose proposal in 
1790 for a great national bank—the 
First Bank of the United States. 


°The charter was not obtained until 1791. 





Accounts Requiring Special Handling 


How to Avoid Unnecessary Liability in the Letter 
‘of Acceptance 


By C. W. FisHBAUGH 
Assistant Cashier, Security Trust & Savings Bank, Shenandoah, Iowa 


special handling has become a haz- 
ardous liability. Country bankers 
find that outside firms which carry their 
local accounts in their city request serv- 
ices that place a direct liability on the 
bank. ‘By this, I mean that each company 
outlines certain rules for handling their 
account. These may be entirely agree- 
able, yet if they are not carried out to 
the letter, and if a loss occurs that 
might be attributed to the bank’s failure 
to do so, the bank is held accountable. 
When an account of this nature is 
opened, the head office usually sends out 
a letter of instructions. The bank is 
requested to acknowledge receipt and ac- 
ceptance of this letter, and in so doing 
assumes the responsibility of seeing that 
the account is handled in that designated 
manner from then on. 


Gees an accounts that request 


VERBAL UNDERSTANDING DANGEROUS 


Sometimes there is merely a verbal 
understanding, but this too is dangerous. 
If it can be shown that the bank agreed 
to handie the account as the firm’s repre- 
sentative requested it is just as liable as 
if a letter had been received and ac- 
cepted. 

Here is the type of letter I refer to: 
This was sent to a local bank by a large 
oil company setting forth the following 
rules: 

1.—Deposit slips made up in duplicate. 

2.—Receiving teller must, without excep- 
tion, initial, date and window stamp both 


the duplicate and triplicate copies of the 
deposit slips. 
3.—Receiving teller will make all entries 
in the deposit book zad each entry will be 
dated as of the date received by the bank. 
4—Receiving teller will initial all entries 
as they are made in the deposit book. 
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5.—No deposit to be accepted unless pre- 
sented by Mr. X. or Mr. Z 

Please acknowledge whether or not you 
will comply with the above in every detail. 


The instructions are clear, concise, 
and dangerous. They mean that if any 
one of the numerous details be omitted 
and a loss results that might in some 
manner be attributed to this oversight, 


the bank would be held responsible. 
AN EXPENSIVE OVERSIGHT 


Such an oversight occurred in one 
bank. The employe of an oil company 
forged the initial of the receiving teller 
on a deposit ticket and mailed it to the 
head office of his company with his daily 
report, showing that the deposit was 
made that day. He would in this way 
have access to the money. A week later 
the embezzler would make up the defi- 
cit, and deposit money for that deposit. 
The teller initialed the deposit ticket but 
neglected to stamp the day in which it 
was received. The employe would then 
fill in the date the deposit was supposedly 
made. This gave him a deposit ticket 
dated and initialed as if he had actually 
made the deposit on the correct day. 
This was carried on for a period of two 
months. The employe was finally caught 
when the office requested an unexpected 
statement. 

The oil company maintained that the 
bank was liable for the full amount of 
their loss because of the teller’s failure 
to date the deposit ticket. It being 
claimed that, if the tickets had been 
dated as of the day received the em- 
bezzler would have been caught on the 
first weekly visit of the company audi: 
tor. 





The dictionary and 


the Bell System agree 


What does “service” mean? The NewStandard Dictionary 


gives as one definition, “An agency for the accomplish- 


ment of some constantly needed work, as, a good tele- 
phone service.” Good telephone service is constantly 
needed in this country, and the Bell System maintains 


a trained organization of 270,000 people to give it. 


BELL TELEPHONE SYSTEM 


WHERE GREATEST HAZARD LIES 


But, the greatest hazard of all is in 
the fact that the instructions are not 
temporary but are permanent. Here is 
the experience of one bank in regard 
to this: 

They had accepted an account of a 
chain store. The account had been car- 
ried for six years, at which time a cer- 
tain letter of rules governing the ac- 
count had been accepted, and acknowl- 
edged. During the intervening years, 
new tellers had come to the bank, hav- 
ing had no information of these instruc- 
tions, as they had long since been filed 
away. One of the store employes em- 


bezzled some money and, because of the 
letter of instructions accepted six years 
before, the bank stood a loss of sixty 
dollars 

Another bank had a similar case. A 
letter of instructions was accepted. An 
employe of the company cashed a check 
made out by one of the bank’s customers 
at a special store and the check was 
paid by the bank. The employe ab 
sconded. The-bookkeepers did not know 
that the employes could not cash checks 
outside the bank and the endorsement 
was not refused. The bank charged up 
a loss. 

In some cases such as this, it does 
appear that the bank was negligent, but 
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rules being sent out by various com- 
panies are so stringent and vary so 
greatly that it is practically impossible 
to refrain from omitting some detail 
over a period of time. 


REQUIREMENTS DIFFER 


Here are some of the different re- 
quests made of banks by a number of 
companies: 

Firm A.—Date, initial, duplicate and 
enter in pass book 

Firm B.—Initial, duplicate and OK 
withdrawal check, no checks cashed. 

Firm C.—No deposit accepted with- 
out stamped endorsement. 

Firm D.—Enter in book, sign dupli- 
cate, change to be furnished to manager 
only when presenting a certain desig- 
nated check. 

Firm E.—Duplicate and triplicate, no 
pass book. 

Firm F.—Sign withdrawal slip and 
duplicate dated and stamped with win- 
dow stamp. 

Firm G.—Enter in deposit book, send 
weekly report to head office. 

It would be possible to use the entire 
alphabet in enumerating the various dif- 
ferent requirements. In addition to this, 
each company is now requesting that re- 
turned checks be handled in different 
ways to conform with their bookkeeping 
methods. It is needless to say that addi- 
tional liability is attached to this. 


ACCEPTING WITH RESERVATIONS 


The question, then, seems to be how 
to handle these accounts without accept- 
ing more liability than is attached to the 
ordinary commercial account. We have 
had various experiences with company 
requirements and now acknowledge all 
such letters with the following added 
clause: 

“Accepted this date subject to the fol- 
lowing conditions to wit: That the 
Security Trust & Savings Bank, Shenan- 
doah, Iowa, shall not be liable for any 
loss occurring to said company through 


the dishonesty or embezzlement of any 
employe of said company.” 

In this manner we accept the account 
with reservations, assuming no more lia- 
bility than we assume when accepting 
a small personal account. The clause 
is generally accepted without comment. 
But recently one chain store wrote a let- 
ter in reply; it briefly stated that the 
added clause was accepted, provided it 
did not void any of the regulations they 
had set forth! We answered as follows: 


“We will earnestly strive to care for 
your account, and the deposits made 
thereto, under the instructions sent us, 
and by us accepted with reservations 
Sept. 4, 193—. However, it must be 
understood that we will in no way be 
responsible for any loss which may oc- 
cur to your company through any dis 
honesty, or embezzlement of any of your 
employes. This is to say, if our institu- 
tion might, through an oversight, omit 
any of the steps of your instructions and 
an employe of yours took advantage 


thereof and embezzled or defrauded your 
firm of any funds, we would not be liable 
thereby.” 

We still have the account. 


AVOIDANCE OF FUTURE LOSSES 


A banker I recently talked with has 
a system of his own. On all acknowledg- 
ment letters he adds the following: “The 
foregoing instructions are accepted and 
will be in force only when handled by 
Mr.. White, second receiving teller.” 
White is then given the instructions, 
and with these at his fingertips accurate 
handling is assured. But, in the event 
a loss does occur and White having not 
handled the deposit, the company rules 
are void. 

To an outsider, this may seem like 
an added amount of unnecessary work, 
but it is vital that letters of instructions 
be accepted with reservations. It is 
merely a method of self-preservation and 
the avoidance of future losses. 





Pension Plans and Trust Companies 


The New Social Security Act Offers Possibilities to the 
Trust Institution to Enlarge Its Business 


By G. CHAUNCEY PARSONS 


OES the Federal Social Security 
D Act offer possibilities to the trust 
company to enlarge its business? 

The answer is emphatically “Yes.” 

The Social Security Act has been 
passed and the pension part becomes 
effective January 1, 1937. These pen- 
sions will be mandatory for most all 
workers of industry. However, it has 
decided limitations as to the total 
amounts of pension annuities payable at 
retirement age of sixty-five. 

We have in effect in this country 
many private pension plans covering 
some four millions of workers, and the 
pensions provided by these private plans, 
particularly for the higher-paid worker, 
are more in line with their financial 
needs than the Federal plan will be, as 
the maximum pension provided by the 
Federal plan is $85 per month. 

What is going to become of the white 
collar worker, the junior executive, and 
the executive of industry when he is 
called upon to retire at age sixty-five? 
The pension as provided by the Social 
Security Act will only average about 
$50 a month. Is he going to have social 
security, economic security, and be able 
to live and carry on in decency and 
health? No, emphatically no! 

Our life insurance companies are 
making plans to write pensions to be 
superimposed on top of the Federal 
Social Security Act, so that adequate 
provision will be made for the higher- 
paid worker, and this means practically 
everybody who earns an average of over 
$125 a month. 

Under a life insurance plan pensions 
are guaranteed by the insurance com- 
pany, and are paid for by monthly con- 
tribution of both employer and em- 
Ployee. However, the rates are subject 


to change every five years, and they will 
be changed depending upon economic 
conditions as foreseen for the future 
period (also taking into consideration 
the past period) as no life insurance 
company is willing to guarantee annuity 
rates in perpetuity. Many of these 
plans will be purchased through insur- 
ance companies, and from information 
gathered from many of those who now 
have plans, they will be in no way 
changed in ultimate benefit from what 
they have been set up as now. 


WHERE THE TRUST COMPANIES MAY 
PARTICIPATE 


The trust companies of the country 
have a marvelous opportunity to get 
new trust business (which they are fully 
qualified to handle) for the building up 
of ultimate pensions for the workers, 
and the executives of industry. They 
might even eriter the pension field, but 
regardless of whether they do or whether 
at the time of retirement an annuity is 
purchased from a life insurance com- 
pany, the field is still open for the 
creation of the fund. This fund to be 
sound must be trusteed, and out of the 
control of the company for which it is 
being built up. It is estimated that be- 
tween fifty and seventy-five million dol- 
lars are paid annually for group an- 
nuities, but we must remember that this 
is an annual payment and disregarding 
interest in ten years would amount to 
between five hundred and seventy-five 
hundred million dollars in the hands of 
our insurance companies fur investment, 
and this is only the start. 

This business will not wander into our 
trust companies. However, with the 
many clients they now have, solicitation 
should not prove a difficult problem. 
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A proper department manned by one 
with a knowledge of the business would 
have to be set up within the trust com- 
pany to handle this new line, and ener- 
getic solicitation would be necessary of 
its present clientele and others in the 
vicinity. This department should not 
add greatly to the trust company’s over- 
head, and as far as the management of 
the fund is concerned, should add prac- 
tically nothing. It merely means more 
volume of business. It must be borne in 
mind that while the immediate returns 
would be meagre, we must take the long- 
sided viewpoint and figure on what the 
future will bring in the way of volume, 
not losing sight of the fact that the fund 
will increase each month by additional 
contributions. 

Contributions will be paid monthly 
into the fund, coming in the form of 
one check with a statement showing the 
distribution to the various people. A 
deed of trust would have to be set up 
meeting the legal requirements, and at 
the same time meeting with the wishes 
of the corporation. As to investment 
policy to be followed, the fund might 
contain only “legals” or a certain per- 
centage of common and preferred stocks, 
as we must bear in mind that the desire 
is for purchasing power ‘in the future 
and not mere dollars. There is no rea- 
son why the funds from various sources, 
provided the deeds of trust are more or 
less alike, could not be pooled to save 
management expense. The big question 
is, can the trust companies show a higher 
earned interest rate or a lower overhead, 
or both, as against our insurance com- 
panies? They can, when permitted by 
the deed of trust, use types of invest- 
ment not permitted insurance com- 
panies. This, from a selling’ point. of 
view, should be a decided advantage 
to our trust companies. 

The field is unlimited. Further, some 
of our trust companies on the western 
coast have already gone into this 
business. 


From a social point of view, have any 
of you had an old man come to you in 
the last few years, looking for a job or 
position? A man who had been re- 
spected and beloved in the community 
for years, yet due to economic condi- 
tions had lost his job, his savings, and 
perhaps his home? He didn’t want to 
become dependent upon charity, was too 
proud to beg, and yet he had to con- 
tinue to live. He is old now, not as 
active physically or mentally as he was 
before, and there is no place for him. 
Has such a man come into your office 
and almost begged for a job at anything? 
Shabbily dressed perhaps, but trying his 
best to keep his own self-respect. What 
would a proper pension do for this man? 
What would it mean to him? It would 
give him at least necessities of life, and 
maybe a pack of cigarettes or a pipe full 
of tobacco. It would let him live his 
remaining years in peace, keep his self- 
respect and be a credit to his community. 
From the broader viewpoint it would 
relieve the Government of his support, 
and from industry the burden of taking 
care of him. 

Have you had to take care of any 
relatives or friends of old age in the last 
five years? 

A BIG FIELD 


There is a big field for this pension 
business, and we are going to have it. 
The lessons of the last four years have 
taught us the necessity of doing some: 
thing. But let us do it on a sound basis. 
Let us set up reserves during the active 
lifetime of the worker—reserves to 
which the worker has contributed—so 
that we will put an end for all time to 
economic distress and the letting down 
of morale of our working people when 
they should be able to at least get along. 

For years business has set up a re- 
serve for obsolescence and depreciation 
of machinery, buildings and equipment. 
Now the time has come when we are 
going to do it for our man power. 





Why List Bank Stocks? 


Some Bankers Are Definitely Opposed to Listing, Others Are 
Indifferent and Go with the Crowd 


By FRANK P. SMITH 


HE question of listing or not list- 

ing bank stocks has again come 
into prominence through recent 
actions of the Securities and Exchange 
Commission. The question today, 
though it has added significance due to 
the provisions of the Securities Exchange 
Act of 1934, is not new. Likewise, the 
arguments now being presented in favor 
of the listing of bank stocks have been 
advanced in previous years. The im- 
portance of the question today lies in 
the choice of steps which bank officials 
may take with respect to their stock 
and such choice will probably depend 
on the regulations issued by the Securi- 
ties and Exchange Commission for the 


over-the-counter markets as compared 
with the regulations in effect on reg- 
istered exchanges. 

The arguments for the listing of bank 
stocks have largely centered around the 


New York Stock Exchange. This ex- 
change has long carried bank stocks in 
its list and in 19277 even went so far as 
to admit bank stock to the inactive post 
where they could be traded in ten share 
lots. There were nineteen bank stocks 
listed and traded as of December 31, 
1927, and quotations were recorded on 
the bond ticker. 

The number of bank stocks listed on 
the New York Stock Exchange has 
shown a steady decrease since 1927. 
The accompanying table shows the num- 
ber of banks and issues by years: 

Year 


Companies Issues 


1929-30 
Dec. 31, 
Dec. 31, 
Dec. 31, 
Dec. 31, 
Sept 


The method of classification used has 
varied during this nine year period and 
the figures given for 1934 and 1935 in- 
clude holding companies as well as banks 
and trust companies. However, the 
trend of these listings does show a strik- 








The author of this article has 
been an instructor in accounting 
and economics at Yale University. 
He has made a special study of 
stock exchange regulation and prac- 
tices. He believes that active mar- 
kets for bank stocks with frequent 
fluctuations in quotations are not in 
the best interest of banking since 
the public is apt to draw erroneous 
conclusions as to the strength and 
safety of banking institutions as 

' stocks go up or down. The tend- 
ency, he reports, seems to be 
against the listing of bank stocks on 
organized security markets. 


ing disinclination on the part of bank 
officials to list the stocks of their banks. 


" REDUCTION BEGAN IN 1928 


The reduction in the number of bank 
stocks listed on the New York Stock 
Exchange began in 1928 when both Na- 
tional City stock and the receipts for 
shares of Chase National Bank were 
removed from the list. This trend 
reached its low point in September, 
1934, when four of the only five domes- 
tic banks left on the list declined to 
apply for temporary registration under 
the Securities Exchange Act. The re- 
fusal of First National, United States 
Trust, Fifth Avenue Bank, and Bank 


17 
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of New York and Trust to apply for 
registration was reputedly based on the 
claim that their stocks were only 
traded over-the-counter. One _ institu- 
tion claimed that only one block of its 
stock had been sold through the New 
York Stock Exchange during the last 
fifty years, and another claimed that no 
such transaction had been effected in its 
stock in thirty-five years. 

The Corn Exchange Bank Trust 
Company applied for temporary regis- 
tration and this stock, together with one 
holding company and one foreign bank, 
represent the only listed banking insti- 
tutions on the New York Stock Ex- 
change. 


ONE OF THE OBJECTIONS 


One of the objections raised against 
the non-listing of bank stocks is the loss 
of collateral eligibility for such stocks 
under the provisions of the Securities 
Exchange Act. Credit is to be extended 
under this Act to registered and ex- 
empted securities. Bank stocks have 
been denied the exemption privilege and 
the securities of the Corn Exchange are 
the only New York City bank stocks 
temporarily registered. The securities 
of this bank retain their eligibility as 
collateral. 

The question of collateral eligibility 
for bank stocks has been intensified by 
recent actions of the Securities Division 
of the New York Produce Exchange. 
Acting under the terms of the Securities 
Exchange Act the Produce Exchange 
secured temporary registration for the 
stock of Chase National, Continental 
Bank and Trust, Irving Trust, Man- 
hattan, Manufacturers Trust and Na- 
tional City. This action was taken by 
the exchange and not by the banking 
institutions concerned. The Produce 
Exchange, which ranked fourth in vol- 
ume of security sales in the United 
States during 1933, of course applied 
for registration as a national securities 
exchange. The fact that the Produce 
Exchange applied for temporary regis- 
tration of the securities of the six banks 


mentioned automatically made the stock 
of those banks thus registered eligible 
as collateral for margin loans. This 
situation continued until the Produce 
Exchange discontinued securities trading 
February 25, 1935, and with the discon- 
tinuance of this market the question of 
collateral eligibility again became im- 
portant. 


ARE BANK STOCKS SUITABLE FOR 
LISTING? 


The fact that many bank stocks have 
been listed on the New York Stock Ex- 
change, and then withdrawn, would 
seem to indicate that bankers, at the 
present time, consider the listings of 
their stocks as undesirable. The con- 
clusion to be drawn from the decline in 
numbers of listed bank stocks, however, 
cannot be worded quite so emphatically. 
Some bankers are definitely opposed to 
listing, while others are indifferent and 
go with the crowd. 

The mechanisms of stock exchahges, 
including listing statements, were built 
up to provide a market for state and 
government bonds, rail securities, and 
securities of industrial organizations. 
The inclusion in the “list” of securities 
of banks and trust companies is a new 
departure and these securities have been 
included without making any particular 
changes in the mechanism to meet the 
needs of these specific securities. Bank 
stocks have been placed on the stock 
exchanges as if they belonged in the 
same category as stocks of steel compa: 
nies, railroads, and other types of com- 
mercial organizations. 


CARRIES CERTAIN ADVANTAGES 


Listing on an organized exchange ob 
viously carries certain advantages. With- 
out going into this question, these ad- 
vantages may be stated as offering wider 
markets for the disposal of securities, 
and as making possible a larger volume 


of speculation in securities. From a 
social point of view these results may be 
questioned but from the standpoint of 
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the speculator, trader and broker, and 
perhaps from the standpoint of most 
listed companies, these results are de- 
sirable. 

The problem of listing bank stocks 
involves some’ features quite distinct 
from the problems arising when securi- 
ties of other types of organizations are 
listed. It is true that listing frequently 
makes possible a wider diffusion of own- 
ership of shares. Some New York City 
banks have apparently considered this 
desirable and have followed policies 
which permit the gradual reduction in 
the number of shares owned by each 
stockholder. At the close of the year 
1933 fifteen New York City banks had 
385,899 stockholders. The same num- 
ber of leading banks, in 1920, had a 
total of 19,401 stockholders, or an in- 
crease from 1920 to 1933 of 1889 per 
cent. The Commercial and Financial 
Chronicle of January 27, 1934, quotes 
figures for the same group of banks rep- 
resenting the average holdings per stock- 
holder as of the end of 1933. The 
highest average holdings were found to 
be in Chemical Bank and Trust and 
Corn Exchange with 143 shares per 
stockholder, and the lowest in National 
City Bank with 68 shares per stock- 
holder. Yet Corn Exchange has been 
consistently traded on the New York 
Stock Exchange. 


GREATER VOLUME OF SPECULATION 


The policy of splitting up the owner- 
ship of bank stocks has been accelerated 
by the many reductions in par and split- 
ups which occurred prior to 1930. Ex- 
amples may be cited such as Bankers 
Trust, Chemical Bank and Trust, and 
Irving Trust, each of which split stock 
ten shares for one during the year 1929. 
Chase National and Corn Exchange 
each split their stock five shares for one 
during the same year. 

The reduction in par value of stock 
through split-ups obviously places more 
shares on the market, reduces market 
prices, and makes possible both a greater 
volume of speculation and a smaller 


average holding of shares. When such 
reductions are accompanied by listing 
on organized exchanges the movement 
is given greater impetus. 

If greater speculation in bank shares, 
a wider diffusion of ownership, and 
wider markets are desired for bank 
shares, then listings on organized mar- 
kets would seem to be justified. Bank- 
ers did follow such policies during the 
pre-crash era but the swing today seems 
to be away from the policies followed 
prior to 1930. It is to be hoped that 
this movement away from popularizing 
bank stocks continues. 


CITIZEN LOOKS TO BANK AS STABLE 
INSTITUTION 


Banks play a different rdle in our 
economy than do industrials. The aver- 
age citizen looks to his bank as a stable 
institution. He is not interested in 
watching wide swings in market prices 
for the stock of the bank in which he 
has deposited his funds. Fluctuations 
in bank stocks reflect on the stability of 
the banking institutions and this in turn 
reflects on the willingness of depositors 
to deposit. To the extent that the stock 
of a banking institution is influenced by 
speculators on a stock exchange, to that 
extent is the fluctuation in price of the 
stock reflected on the attitude of out- 
siders to the bank. 

From 1928 to date bank shares have 
been largely traded over-the-counter. 
Even in 1928 only 6561 shares of the 
relatively active stock of the Corn Ex- 
change were sold through the New York 
Stock Exchange. A total of 10,330 
shares of this bank were sold during 
1934, and 25,125 shares have been sold 
to October 1, 1935. This does not rep- 
resent a very large amount of dealings 
as compared with some of the popular 
industrial issues. So long as the volume 
of dealings on organized exchanges is 
small the damage resulting from in- 
creased speculation as the result of list- 
ing is reduced. Likewise the point of 
many bankers, that, since their stock is 
not traded through exchanges, there is 
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no need of listing under present regula- 
tions, is sound. 


REGULATIONS OF TRADING IN 
SHARES 


BANK 


One of the early laws in the United 
States prohibiting the short sale of stock 
specifically mentioned shares of banks. 
This was the New York law, passed in 
1812, against “stockjobbing.” The law 
was not successful and was repealed in 
1858, but the specific inclusion of bank 
shares indicates that in this early period 
it was the legislative sentiment that 
speculation in the stock of banking in- 
stitutions should be reduced to a 
minimum. 


Restrictions have been adopted in 
some of the European countries such 
as France and England, in order to 
restrict the volume of speculation in 
bank shares. In France the short sale 
of shares of the Bank of France is pro- 
hibited, although the shares of all other 


French banks may be sold and arrange- 
ments made to “stay short” of such 
shares for another settlement period. 

Ain early rule, passed in England in 


1867, and known as Leeman’s Act, 
oparates the reverse of the rule cited for 
France. Leeman’s Act prohibits all 
dealings in bank shares except by real 
holders, which eliminates short selling. 
However, the provisions of this Act do 
not apply to stock of either the Bank of 
England or the Bank of Ireland. 

These rules have thus singled out 
bank stock for special restrictions. 


STATUS OF BANK STOCKS UNDER THE 
SECURITIES EXCHANGE ACT OF 1934 


The listing of bank stocks is regulated, 
today, by the provisions of the Securities 
Exchange Act. The specific rule which 
applies is Rule AN8 which provides that 
securities of banks, or bank holding com- 
panies, shall be exempt from the opera- 
tions of Section 12 (a) of the Act to 
and including the one hundred and 
twentieth day after the filing of appli- 


cations “on the form appropriate for 
such security shall be authorized.” This 
means that the securities now tem 
porarily registered on organized ex 
changes have the privilege of remaining 
temporarily registered until a new form 
is authorized which will fit the special 
needs of bank stocks and for one hun 
dred and twenty days thereafter. 

There are now a total of thirty-one 
stocks temporarily registered on na 
tional securities exchanges in the United 
States. This number excludes holding 
companies and certain foreign mort- 
gage and credit institutions. The num 
ber of issues listed on individual stock 
exchanges is as follows: Baltimore, 2; 
Boston, 5; Buffalo, 3; Cincinnati, 1; 
Los Angeles, 4; New York Curb, 1; 
New York Stock, 2; Pittsburgh, 1; San 
Francisco, 2; Washington, 10. Seven 
of these banks are foreign institutions 
and the balance domestic bank and trust 
companies. 


ONE ARGUMENT DISPOSED OF 


The collateral value of those bank 
stocks listed on national securities ex- 
changes is determined according to the 
margin provisions established by the 
Federal Reserve Board entitled Regula 
tion T. For those securities of banks 
which are not registered, certain regu 
lations are provided under Section 5 (c) 
of Regulation T. Where bank stocks 
which are not registered have been used 
as the basis for an extension of credit 
prior to October 1, 1934, the creditor 
is given permission to retain such col- 
lateral until July 1, 1937. No addi 
tional credit may be extended on such 
collateral. However, the mere fact that 
such securities may remain as collateral 
until 1937 disposes of one of the argu’ 
ments frequently |advanced for listing, 
namely, the argument that unless bank 
stocks are listed there will be a liquida- 
tion movement. The period allowed 
under the margin provisions seems quite 
sufficient to allow for an orderly shift 
ing of collateral. Further, these pro 
visions apply only to banks which are 
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members of national securities ex- 
changes. Banks not so associated are 
not restricted by the Securities Exchange 
Act in their use of bank stocks as 
collateral. 


EXEMPTING BANK STOCKS 
Following the cessation of trading on 
the New York Produce Exchange, with 
the attendant loss of collateral eligibility 
for the bank stocks listed on this ex- 
change, there developed a certain 
amount of sentiment in favor of exempt- 
ing bank stocks from the Securities Ex- 
change Act. The Securities Exchange 
Act specifies certain securities which 
shall be exempt and gives to the Com- 
mission authority to allow exemption 
privileges to other securities. In gen- 
eral, the criterion of exemption is that 
exempted securities shall be of such 
nature as to have only local influence. 
When the distribution of the shares of 
the large New York City banks is con- 


sidered, the folly of exempting the 
securities of these institutions is ap- 


parent. Figures have already been cited 
as to the large number of stockholders 
of fifteen New York City banks and the 
average amounts of stock held by stock- 
holders. The former Chairman of the 
Commission, Joseph P. Kennedy, in 
denying the application for exemption 
of certain New York City bank stocks, 
quoted the following figures: ““Examina- 
tion reveals that most of the 26 bank 
stocks admitted to unlisted trading privi- 
leges on the New York Produce Ex- 
change are widely distributed. Figures 
available with reference to 11 of them 
show that in 1933 there were 333,181 
stockholders in these 11 banks. Of 
these 11 issues, 3 of them have a wider 
distribution than many industrial issues 
now listed on the New York Stock Ex- 
mange 

With bank stocks widely distributed 
through stock split-ups, listings, and 
other policies, there seems little reason 
for exempting bank stocks from the 
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To date no special forms have been 
devised by the Commission to meet the 
needs of banking institutions. However, 
it is possible for banks to register on 
national securities exchanges by using 
Form 7 of the Commission. This is a 
temporary form to be used only until 
the permanent form for bank stocks is 
drafted and authorized for use. If there 
is any advantage to a banking institu- 
tion from listing on an organized market 
Form 7 can be used. One of the main 
arguments brought against the Securities 
Exchange Act, regarding industrials, 
was that the reporting provisions were 
too harsh and required too much in- 
formation. At least in this respect 
banks should be in a favorable position 
as compared with industrials, for the 
reason that bank records are organized 
to facilitate the preparation of frequent 
reports. 

The provisions of the Securities Ex- 
change Act should not result in the 
enforced liquidation in bank stocks with 
which they have been charged. If it is 
desirable for bank stocks to be listed 
the provisions of the Act are not too 
stringent for banks to meet them. At 
present most of the trading in bank 
stocks is being carried on in the over- 
the-counter market. This market will 
soon. be brought under the regulation 
of the Commission and whether or not 
bank stocks are listed will probably de- 
pend on a weighing of the regulations 
to be enforced on exchanges and over- 
the-counter markets. 





Social Security Legislation 


Its Effect on Industry in General and the Banking Business 
in Particular 


By HERMAN GLASSER 


This is the last of a series of three articles discussing the various problems which will 
arise in connection with the operation of the new so-called “social security’ legislation. 


AVING surveyed the plan as 
H a whole and described the vari- 

ous provisions contained in the 
Social Security legislation, both Fed- 
eral and State, with reference to the 
taxes imposed and the benefits conferred 
under the Old Age and Unemployment 
Insurance sections, we are now ready 
to examine this program for Social Se- 
curity as an economic experiment and 
to study its effect on industry in gen- 
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Bankers and their employes 
represent the more intelligent por- 
tion of the people in every com- 
munity and on a subject as compli- 
cated and as important as Social 
Security they are listened to with 
considerable respect. It is, there- 
fore, of the utmost importance that 
they inform themselves with respect 
to this entire program in order that 
they may be competent to give to 
society the benefit of their sound 
judgment when necessity arises. 


— and the banking business in particu- 
ar. 

There is considerable criticism being 
directed against this legislation. In fact 
those who most urgently advocate the 
adoption of a Social Security program 
are now the most vociferous critics of 
the legislation adopted to carry this re- 
torm into effect. That there is some 
merit in this criticism is concededly true. 

It is quite possible that if Congress 
had followed the advice and suggestions 
22 
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of those students of the subject who 
offered their assistance in drafting the 
law and laying the groundwork for the 
program, the law adopted would have 
been fundamentally and basically more 
sound and in accordance with the ex- 
perience of countries where these re- 
forms have been in existence for some 
time. 

But whether the faults which do exist 
are such as require that the whole plan 
be scrapped is not nearly so certain. 

Congress has taken the first step. It 
is a reform which enlightened public 
opinion in this country has been de- 
manding for many years. Only as we 
were emerging from a depression which 
had effected almost everybody did Con- 
gress conclude that the time had come 
when this legislation should be enacted. 

What the future holds in store for 
this program no one can foretell. Surely 
as in England, mistakes will be made. 
If we decide, however, to work out the 
future of this plan within the frame- 
work of the present law (making such 
changes as may be necessary from time 
to time and bringing to bear upon the 
problems as they arise the experience 
of those with whom will rest the duty 
of administering the law) we will some 
day in the not distant future have on 
our statute books a Social Security pro- 
gram functioning successfully. 

The operation and practical effect of 
this scheme will be watched with intense 
interest by all, especially those who feel 
that it was a necessary reform, long de- 
layed, intended to alleviate the distress 
resulting from economic depressions. 
Just how effective the present law will 





—_——_—_— ——— ————— 


THE BANKERS MAGAZINE 23 


prove to be in reducing human suffer- 
ing must remain an unanswered ques- 
tion until the next depression. Its effec- 
tiveness will depend almost entirely on 
the duration of the depression and on 
the period of better times that shall have 
preceded it. 

But if the benefits paid under this plan 
will serve to break the impact of an 
overhanging depression and maintain to 
some extent the purchasing power of 
the public (and it is generally con- 
ceded that this will be accomplished), 
it will reduce the effect and shorten the 
duration of any future depression. 


CAN BANKS PASS ON THE EXPENSE? 


Can banks include the cost to them of 
Social Insurance in their charge for any 
service? 


The usual answer made to those who 

express doubt as to the ability of in- 
dustry to bear the burden of the taxes 
imposed is that it will be included in 
the cost of the product which the con- 
sumer will ultimately be compelled to 
bear. This is true with reference to most 
employers. It is not true with respect 
to banks. Banks produce nothing. They 
render no service for which a charge is 
made. Their income is derived from 
interest received from the loan of funds 
deposited with them. The maximum rate 
of interest is limited by law or custom 
and any attempt to demand a higher 
rate will bring charges of usury or un- 
fair exactions. 
_ Furthermore, in the case of business 
firms the tax of approximately 10 per 
cent. increases only the labor cost of 
the product whereas in the case of 
banks, the cost of operations is almost 
entirely wages paid, so that banks can 
anticipate an increase in cost of opera- 
tion of the full 10 per cent. 

The answer which must necessarily 
be made to the above question is that 
banks under the Social Security program 
will have their cost of operation increased 
without the ability to pass on that cost. 

What benefits will employes of banks 


derive from Unemployment Insurance 
provisions? 

In inaugurating unemployment insur- 
ance, the plan was to exact such con- 
tributions as would be reasonably sufh- 
cient to provide the benefits. 

The employe, therefore, feels that his 
employer is being taxed so as to pro- 
vide him or his co-worker with security 
to a limited extent in the event of un- 
employment. 

In industries where employment is 
very irregular, the benefits will be in 
excess of contributions. In those in- 
dustries. where the employment is more 





It is a practical impossibility for 
banks to pass along to the “con- 
sumer” the cost of Social Insurance 
since the bulk of bank revenue is 
derived from interest rates which 
cannot be arbitrarily increased. Also 
labor or “‘salaries’’ is one of the 
largest items in bank operating costs 
so that a 10 per cent. increase in 
the cost of labor means nearly a 
10 per cent. increase in the cost of 
banking. 





regular the benefits will be less than the 
taxes collected, but in order to make the 
plan successful it was deemed best in 
most of the states to merge all the in- 
dustries into one pool. 

In many states a provision has been 
incorporated in the Unemployment In- 
surance Law which permits for the year 
1941 and thereafter a reduction in the 
rate of tax for those employers whose 
contributions have exceeded benefit pay- 
ments and the excess amounts to at least 
a certain percentage of the average an- 
nual payroll. Based upon the percent- 
age of such excess, the rate of tax can 
be reduced from 3 per cent. to 1 per 
cent. 

Among the employes of banks there 
is little if any unemployment. Banks, 
therefore, will be paying taxes for bene- 
fits which their employes will not re- 
ceive. 
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Until 1941 this condition will pre- 
vail. In those states where there is 
the merit rating provision, banks will 
naturally be entitled to the reduction in 
rate of taxes. In those states where there 
is no merit rating provision or where 
no Unemployment Insurance Law has 
as yet been enacted, it is very desirable 
that bank officials should make sure that 
such a provision is adopted. In that 
event employes of banks will be entitled 
to benefits in the event of unemployment 
and the institution will not be paying a 
rate of tax entirely out of proportion to 
the benefits to accrue to its workers. 


OLD AGE BENEFITS 


What benefits will employes of banks 
receive under Old Age Benefit provi- 
sions? 

Old age benefits provided for under 
the Federal Act are no different from 
annuities purchased from a life insur- 
ance company. During the period of 
productive labor the individual and his 
employer pay certain taxes. At the age 
of 65 the worker if he has retired from 
employment becomes entitled to receive 
monthly payments which in theory are 
the repayment to him of the taxes col- 
lected from him and his employer. 

The objection to the plan as it stands 
now is that the worker must retire from 
regular employment. If he does not he 
is not entitled to the monthly payments. 
This provision works no great hardship 
in those industries where the worker 
when he attains the age of 65 has no 
very great value as a worker. For that 
reason this provision was incorporated 
in the law so as to take care of those 
workers who at 65 are no longer able 
through their own efforts to provide for 
their own support. 

In the case of bank employes, it is 
not true that the worker loses his value 
to his employer when he arrives at the 
age of 65. A great many continue 
after that age. In that event they lose 
the benefit of the monthly payments. 
That is inequitable and unfair. There is 
no reason why an individual who has 


made the necessary payments to entitle 
him to benefits should be deprived of 
those benefits merely because he is com- 
petent to do the work required of him. 

There was considerable criticism of 
this requirement. It was finally adopted 
despite the opposition. It is quite pos- 
sible that a movement of those interested 
to have this provision eliminated would 
be successful. Old age benefits are not 
payable until 1942. Before then a very 
strenuous and insistent effort should be 
made (and those connected with banks 
should be in the forefront) to obtain an 
amendment deleting that requirement 
from the act. 


THE EFFECT ON THRIFT HABITS 


How will the Social Security Plan 
effect the thrift habit of the people? 

The thrift habit of a people may be 
judged from the statistics of its savings 
banks except in countries where actual 
currency is hoarded as is the case in 
France. 

There are those who have argued that 
the feeling of security engendered by the 
Social Security program will destroy in 
workers the desire to save against un- 
foreseen emergencies. If that be s0, 
those banks which carry savings accounts 
will find a gradual reduction in number 
and amount of their deposits. 

This contention is not, however, sup- 
ported by the experience in England 
where Unemployment Insurance and 
Old Age Benefits have been in effect 
for over a generation, nor in this coun- 
try where despite the feeling of security 
during our period of extreme prosperity, 
savings accounts increased to a very con: 
siderable extent. 

In England during the twenty years 
since the adoption of Unemployment In- 
surance and Old Age Benefits, the banks 
have noticed no reduction in their de- 
posits but rather a substantial increase 
except only during the period of depres’ 
sion when these accounts constituted the 
reserve to which many were forced to 
resort. Nor did life insurance com- 
panies experience any diminution in the 
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number of policies or amount of insur- 
ance written but instead a rather steady 
increase from year to year. 


NO LACK OF DESIRE TO SAVE 


In this country since 1914, it is now 
agreed that we were living in a fools’ 
paradise convinced that a new economic 
order was being established; that there 
might be temporary reactions but never 
a severe depression and that it was un- 
necessary to lay aside for a rainy day. 
Despite that feeling of security the rec- 
ords of deposits of savings banks shows 
that in 1914 the total of deposits 
amounted to approximately 4.7 billion 
dollars and that by 1929 they had in- 
creased to over 10 billion dollars. One 
can find no evidence here of the ab- 
sence or lack of the desire to save. 

Those who have made a study of this 
subject and have watched the experience 
of those countries where Social Security 
legislation has been in operation are 
agreed that it educates the people to the 
advantages of planned thrift. In this 
country the distribution of old age bene- 
fits will teach people the comfort of 
security in old age resulting from the 
accumulation during productive years of 
a fund out of which these old age bene- 
fit payments are made. The people will 
learn that from an actuarial standpoint 
these payments are merely the return 
of the deposits made during the work- 
ing life of the individual and whether 
they utilize the services of a bank or 
life insurance company the result will 
be approximately the same. 


CONCLUSION 


Those to whom has been delegated 
the duty of administering these laws are 
now engaged in formulating regulations. 
As these appear they should be carefully 
studied. There should be a resolution 
by those who are interested in the eco- 
nomic welfare of the country to familiar- 


ize themselves with this subject. The 
scheme as initiated is not perfect; it con- 
tains many defects. 


It is most desirable that there be built 
up an informed public opinion ready 
whenever necessary to express itself forc- 
ibly for or against such change as may 
be suggested. 

If this matter is left in the hands of 
politicians, we may find ourselves bear- 
ing the burden of a most complex and 
burdensome system of taxation, whether 
as employers, workers or consumers, 
without the advantage intended by this 
plan. 

If we remember that it is estimated 
that in 1980 the accumulation of the 
contributions made to pay old age bene- 
fits with interest will amount to approxi- 
mately 50 billion dollars, we will realize 
how important it is that this matter be 
not made a political football with which 
politicians may seek to obtain political 
advantages for themselves or their party. 


BANKERS SHOULD BE INFORMED 


We always have with us demagogues 
who never hesitate to advocate any 
ridiculous financial or social theory if 
to their political or financial advantage. 

Today a majority in Congress are per- 
fectly willing that legislation be adopted 
to pay veterans of the late war a bonus 
not due for payment by the Government 
until 1945. If in periods of depression, 
whether mild or severe, Congress should 
attempt to distribute any portion of the 
reserve then existing for the payment 
of old age benefits to individuals not 
then entitled thereto, it will be but the 
beginning of many similar attempts. 

Such distribution will accomplish the 
destruction of the entire plan. 

Bankers and their employes represent 
the more intelligent portion- of the peo- 
ple in every community and on a sub- 
ject as complicated and as important as 
Social Security they are listened to with 
considerable respect. It is, therefore, of 
the utmost importance that they inform 
themselves with respect to this entire pro- 
gram in order that they may be compe- 
tent to give to society the benefit of 
their sound judgment when necessity 
arises. 
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FORM B 
DEPOSITED WITH 


Tue Mippiewest NATIONAL BANK 
MIDDLEWEST, U.S.A. 


FOR ACCOUNT OF 


NOTICE TO DEPOSITORS 


losses in transit, This bank or any correspondent selected by it may 
send items directly or indirectly to any bank, including the payor, and accept its draft 
tional payment in lieu of cash; it may charge back any item at any 
ment, whether returned or not; also any item drawn on this bank 
of business day deposited. 


ugh 
will be subject to payment according to their rules. Delivery to 
tems for credit shall constitute acceptance of these conditions. 


1 TOTAL OTHER BANES 
THIS CITY 


2 ” emis crry 


SEE THAT ALL CHECKS AND DRAFTS ARE ENDORSED 





How to Obtain Bank Costs 


Analysis of Commercial Department Accounts 


By E. S. WooLLEy 


President, E. S. Woolley Corporation, New York 


This is the fourteenth of a series of articles on bank cost accounting. The 
first article appeared in the December, 1934, number. These articles will be 
published shortly in book form.—Enprtor. 


counts which will prove accurate and at the same time 

will avoid unnecessary work in the analysis. The 
greatest amount of work involved in the analysis of accounts 
is the day by day gathering of the float. This can be simpli- 
fied if a divided deposit ticket such as is shown herein as 
Form B is used, customers being requested to enter the 
items into the columns to which they belong. The longer 
first column should be headed for that class of items which 
are the most numerous. In the case illustrated the local 
clearings were much larger in number than the transit items. 

In those banks where the deposited items drawn on 
banks in other cities exceed the deposited items drawn on 
banks locally, the “Checks on Other Cities” should be 
placed in column 1 and “Checks on Other Banks in This 
City” should be placed either in column 2 or 8. Divided 
deposit tickets such as this aid materially in the analysis of 
individual accounts. Customers can soon be educated to 
use the proper columns. It is very difficult to obtain the 
float on the various individual accounts once the items have 
left the deposit ticket. Therefore, it is necessary to see 
that the number of days are marked opposite each item on 
the deposit ticket. 

If the deposit tickets are proved in the teller’s cage, the 
teller will mark opposite each item the number of days in 
transit. If the deposit tickets are proved in the proof de- 
partment then they should be marked there. The deposit 
ticket will then follow its regular schedule. That is, go to 
the bookkeepers for posting to the accounts, etc. Then 
before filing they can be turned over to the analysis depart- 
ment for spreading on the analysis sheets. If the bank 


Tt oe: are three different methods of analyzing ac- 
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uses offsetting machines, it can save time by separating the 
items into one, two and three days, etc., and carrying sub- 
totals on each day and then a grand total. This grand total 
will have proved the deposit tickets and the float will be 
separated according to days in one operation. The adding 
machine tape can then be attached to the deposit ticket. 
For the sake of uniformity the time schedule of the Federal 
Reserve Bank for the district in which the bank is located 
can be used. To this schedule, however, one day should be 
added in each case as it will require one day for the item to 
reach the Federal Reserve Bank. 


Monthly Account Analysis—F orm E.—The form illus- 
trated herein as Form E is for use in analyzing those busi- 
ness accounts which are depositing items drawn on banks in 
many different sections of the country. In such cases it is 
necessary to keep an accurate day by day analysis of the 
float. The advantage of this form is that it accumulates all 
information in one place and gives a copy of the analysis to 
the customer while retaining one copy in the files of the 
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bank. The practice of daily reducing all float to one day 
does not give the true picture. It does not enable the bank 
to immediately detect drawings against uncollected funds. 
This point is illustrated clearly by the following table. 


Deposited Items 
Date Days Transit Immediate Debits Ledger Bal. Uncollected Col. Bal. 
Account 
$3,000.00 $3,000.00 
1,000 
1,000 
1,000 
1,000 
1,000 $4,000.00 4,000.00 $5,000.00 *1,000.00 
1,000 
1,000 
1,000 
1,000 
1,000 8,000.00 1,000.00 9,000.00 *8,000.00 


or OD = OP OD 


This shows the account actually drawing against uncol- 
lected funds to the extent of $1000.00 on the 16th and 
$8000.00 on the 17th. Under the method of daily reducing 
all float to a one day item, the uncollected funds would 
show as $15,000 each day. As the account only had with- 
drawn $4000 on the 16th and $8000 on the 17th it certainly 
could not be drawing against uncollected funds to the ex- 
tent of $11,000 and $14,000 respectively. An accurate 
record of the collected funds in the individual accounts is 
essential. Properly this information should be contained 
on the individual ledger sheets. 

Today there is a bookkeeping machine on the market 
which enables this information to be posted correctly each 
day to the individual books. Machines which only post 
the float by reducing it to a one day item do not accomplish 
this purpose. They do not enable the showing of the col- 
lected funds. The only reason for analyzing depositors’ 
accounts is to ascertain how much the particular account 
actually earned. The analysis, therefore, must be accurate 
or the figures will be meaningless. The use of average 
balances in analyzing individual accounts also can be very 
misleading. These average balances would only be approxi- 
mately accurate where the balances are constant, but would 
be very wrong where the balance fluctuates to any extent. 
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Anatyzine Inprvipvat Accounts on Basis oF CREDITING WITH 
Earnines oN Minimum Co.Liectep BALANCE 


Customer’s Ledger Uncollected Collected 
Balance Funds Balance 


$114 OD $78 
114 OD 52 
57 5 
57 5 
122 : 
yA 
35 
20 
20 
0 
52 
0 
12 
0 
5 49 
31 25 
26 20 
11 7 
490 
6 120 
6 120 
103 114 
115 47 
115 AT 
99 37 
199 31 
134 23 
61 38 
36 79 
10 11 
ANALYSIS 
Minimum Balance—Overdrawn 


22 Deposits at 5c 
86 Transit items at 3c 
5 Clearing House items at Ic. 
81 Checks paid at 5c 
Account Maintenance.......................... 


Total Expense 


Net Loss 
Plus interest on overdraft. 
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Examples of constant and fluctuating balances are shown 
hereunder. 
Constant Balance Fluctuating Balance 

$4,920.00 $30,000.00 

4,765.00 1,250.00 

5,115.00 1,750.00 

4,893.00 82,500.00 

4,968.00 : 31,500.00 

4,874.00 1,615.00 


The usual method of taking thirty balances from each 
of the above accounts for a month and dividing the totals 
by thirty would show the constant balance account with an 
average of around $4900 and the fluctuating balance ac- 
count with an average of around $13,000. While no great 
damage would result from using the average figure on the 
constant balance account, it is perfectly obvious that giving 
the fluctuating balance account a credit of a $18,000 balance 
would very materially overstate the earnings in that account. 
Actually the most accurate way to analyze business ac- 
counts is to credit the account with the earnings on the 
minimum collected balance during the month. An example 
of analyzing individual accounts on this basis is shown on 
page 30. 

In those cases where the analysis of an account shows 
that it is drawing against uncollected funds, the account 
naturally would have no earnings. In such cases none of 
the funds of the account could have been invested in the 
earning assets. 


Short Analysis Forms for Business Accounts—Form C. 
—Many of the business accounts will not need the complete 
analysis contemplated by Form E. The reason for this is 
that the majority of businesses in a community draw their 
trade from a limited area. If the sales increase, the deposits 
increase. If the deposits increase, the ratio of out-of-town 
items correspondingly increases. For this reason there are 
a large number of business accounts which can be satisfac- 
torily analyzed for float on the ratio of float to their de- 
posits. In order to find this ratio, however, it is necessary 
that the accounts be analyzed for a few months on the 
longer form, such as Form E. After this has been done, 





a 
re 
N 
< 
S 
< 
= 
ww 
[a4 
_ 
4 
Z 
< 
— 
fS 
= 


ATUL 
‘TATUGEATAGAAIA TOA LAM 


Be | 


faeeeeeeeaee anil 


TEDEROERUREROUREOEEEE 


saaauaninianiaaill 


ec | || 


BC TTF | 


aaa 


TEE Cali 
Rte TTT | 


( iaadaadaiAAiiiiiiili THF 


ATE 


[cceuSunGOUUSEERRERUEEEROREERG 
z 


PERCE 
° 


C3 AT RT Be SE NA 
eet TTT TTT TT 
s 


Pane voaranteatfattesteaite 


The upper half of the 


cut shows the front of the card, and the lower half shows the reverse side 


his is a short analysis form for business accounts. 


T 


of the same card. 





THE BANKERS MAGAZINE 


it will be found that the ratio of float to deposits, in the 
case of the great majority of local businesses, has been 
practically constant. For example, supposing that during 
the complete analysis of accounts, it was found that the 
ratio of float to the deposits for a particular account in 
January was 10.01 per cent., in February 9.98 per cent. and 
in March 10.02 per cent. respectively. In analyzing that 
account for subsequent months 10 per cent. of the total 
monthly deposits could be used as being the average daily 
float for that month. This percentage, however, must be 
applied to each month’s deposits separately. This basis is 
much more accurate than that of averaging all out-of-town 
items as being of a constant float, such as stating that all 
float averages three days. That method is altogether too 
“broad-axe” and works very unfairly to the depositors. 

The ratio of float to depositors method, on the other 
hand, will be found to be accurate in the case of local busi- 
nesses, and will save a considerable amount of clerical work. 
Many businesses, however, are seasonal and so will require 
the longer form of analysis during those “peak” seasons. 
Different colored metal tabs can be used to designate when 
accounts should be picked up for more complete float 
analysis. These tabs may be placed at the top of each form 
to designate the month or months in which the more com- 
plete analysis is required. This short Form C may also 
be used for those accounts whose transit items are of an 
equal number of days outstanding. For example, in many 
of the smaller towns, all transit items deposited by.mer- 
chants are three day items. Therefore, they can -be very 
satisfactorily analyzed on this form, using the monetary 
transit column for the amount of the out-of-town items and 
the monetary clearing column for the amount of the local 
clearing items. The “D” on this form stands for the day 
or date, the number of the transit and clearings being posted 
in the columns shown. The number of the deposits and 
checks drawn being obtained from the individual ledger 
sheets. The reverse of the form is for use during those 
months in which the ratio of float to deposits is used. 


Measured Service Charge Debit Ticket—Form J.—The 
class analysis of accounts which has become known as the 
“measured” or “metered” service charge is only for the 
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MIDDLEWEST NATIONAL: BANK 
MIDDLEWEST, U.S. A. 


Your account has been debited for service last month as 
indicated in the schedule..............-2+0e+eeeeeeees $ 


Plus additional checks above number permitted at 5c 
each $ 


egsesesese 
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purpose of analyzing the large number of individual ac- 
counts whose deposit activity is limited to four, or at the 
most five deposits during any one month. To be correct, 
however, the basic principle of this “measured” service 
charge must be exactly the same as with the analysis of the 
larger accounts, viz.: giving credit to the customer for the 
income which his funds produce and charging him with 
the difference between this income and the expense which 
his account incurs. Many of the schedules in use ignore 
this principle. And, under the guise of avoiding clerical 
work, adopt classifications which make some depositors pay 
as high as 10 cents or 15 cents per check and other deposi- 
tors 3 cents or 4 cents per check. 

At a 4 per cent. net earning rate and a 15 per cent. re- 
serve $50.00 earns fourteen and a fraction cents per month. 
Such earnings must be taken into consideration in adopting 
a schedule of “measured service charges.” To be accurate 
the classification must be based on the same earning and 
reserve rates that apply to the larger accounts. The sched- 
ule is then built accordingly. Care, however, must be exer- 
cised to see that only those accounts which are entitled to 
come under this classification should be thus analyzed. 

The reason for this is obvious. Because if accounts 
with a considerable deposit activity were being analyzed 
on this class basis, the bank would not be reimbursed for 
the deposit activity nor for the collection of out-of-town 
items. In the placing of customers into the class to which 
they belong when using this “measured” service charge 
schedule, it is not necessary that the balances of the accounts 
be averaged. Many banks today disregard averages en- 
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tirely in the analysis of individual accounts and use the 
minimum collected balance. Even if, however, it is desired 
to use average balances it still is not necessary to add up 
the thirty balances and divide by thirty. This is because the 
classes are usually in $50 or $100 spreads. The one in 
charge of making out the debit tickets can tell which class 
any account belongs in by merely looking at the balances on 
the ledger sheet or statement stub, 

If statement stubs are used, the bank can see that the 
name of the customer is placed on the stub at the same 
time that it is placed on the statement. If an addressograph 
is used this becomes a very simple matter. By having the 
number of chargeable items written on the stubs, the person 
making out the debit ticket has all the information neces- 
sary. The form illustrated may be printed in perforated 
sheets with from 6 to 10 to a sheet. This saves time when 
the debit tickets are being made out. In this connection, 
it is not necessary that all charges to accounts be entered on 
the last day of the month. Charges can just as well be 
passed through during the first ten days of the succeeding 
month, thereby saving one of the “peaks” of operations. 
Peak loads are expensive and there is no necessity to add 


another one by putting through all the “service charges” on 
one day. 
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Form of Card for Officer’s Use—Form G.—The card 
illustrated as Form G is convenient as it can be kept in a 
little file on top of the officer’s desk. It gives, briefly, all 
information pertaining to the account. Being printed on 
both sides, as what is known as a “tumble” card, it has the 
additional benefit of having monthly records for six years 
on one card. The first two columns of this card are for list- 
ing the average monthly loans and balances in the com- 
mercial account. The column headed “P or C” is to indi- 
cate whether the black figure in the “anal.” column means 
that the account was profitable without having activity 
charges passed to it, or whether there was an activity charge 
made for the amount indicated in that column. This column, 
headed “anal.”, meaning “analysis,” will show the result of 
the analysis of the commercial deposit accounts only. 

A black figure in this column with a “C” in the “P or C” 
column would indicate that the customer was being charged 
that amount on his commercial account. A black figure in 
this “anal.” column with a “P” in the “P or C” column 
would indicate that the account was profitable to that 
amount without a charge. A red figure in the “anal.” 
column would indicate the amount of the loss and that the 
customer’s account in the commercial department showed 
a loss and yet no charge was made. The columns at the 
end titled “CD,” “Sv,” “Bd,” “SD,” ete. are to indicate 
other departments of the bank with which the customer is 
doing business. The use of such a card as this enables the 
officer to have a snapshot picture of the customer’s relations 
with the bank when interviewing that customer for any 
purpose whatsoever. Because of the convenient size and 
great detail, it is more valuable to a bank executive than an 
annual analysis of the customer’s commercial department 
account only, with the other information on other pieces 
of paper. 


| 


4. i 
c = 

\S. | 
«AON 





of the 


Mexico Today 
An Extensive Illustrated Survey 


’ 


Present Situation in That Country 


e 


POLITICAL STABILITY 


Il. 


Transportation 


PRESENT ECONOMIC SITUATION 


Natural Resources, Production, Foreign 


and Domestic Trade, 


Ill. 
BANKS AND BANKING 
IV. 


LEADING CITIES OF MEXICO 
V 





MEXICO AS A TOURIST RESORT 


BANCO NACIONAL DE MEXico, S. A. 


ESTABLISHED 1884 


Paid-Up Capital. ........................... $16,000,000 (Mex.) 
Total Resources over $175,000,000 (Mex.) 





HEAD OFFICE: Isabel la Catolica No. 44 
Mexico, D..F. 


We have rounded out HALF A CENTURY 
of Service to the Public 


Collections—Rapidly, Efficiently and Economically Handled 
Travellers Checks—In Pesos, in Dollars 
Mail and Wire Transfers 
Letters of Credit 
Extensive Trade Reports 


MEXICO CITY BRANCHES 
“Cinco de Mayo”. Av. 5 de Mayo “Sto. Domingo” Corner Brasil & 
No. 32. Bolivia No. 2. 
“Merced” 8a. Venustiano Carranza “San Cosme” Corner Ribera de San 
No. 145. Cosme & Sta. Maria la Ribera. 
“Tacubaya” Ermita Building, Corner Jalisco & Revolucién. 





BRANCHES THROUGHOUT THE COUNTRY 
Aguascalientes, Ags. Hermosillo, Son. Pachuca, Hgo. 
Celaya, Gto. Irapuato, Gto. Parral, Chih. 

C. del Carmen, Camp. Jalapa, Ver. Puebla, Pue. 

C. Obregén, Son. Léon, Gto. Saltillo, Coah. 

C. Judrez, Chih. Mazatlan, Sin. San Luis Potosi, S. L. P. 
Colima, Col. Mérida, Yue. Tampico, Tamps. 
Cérdoba, Ver. Monterrey, N. L. Tapachula, Chis. 
Cuernavaca, Mor. Morelia, Mich. Teziutlin, Pue. 
Chihuahua, Chih. Navojoa, Son. Toluca, Mex. 

Durango, Dgo. Nuevo Laredo, Tamps. Torreén, Coah. 
Guadalajara, Jal. Oaxaca, Oax. Tuxtla Gutiérrez, Chis. 
Guaymas, Son. Orizaba, Ver. Veracruz, Ver. 


NEW YORK CITY AGENCY 
52 William Street 
JOHN B. GLENN, Agent 


Member of American Bankers Association 


CORRESPONDENTS ALL OVER THE WORLD 





Mexico Today 


Introduction by Etmer H. YouneMAn 


It is inexplicable to me that Mexico should have remained 
since the beginning of time snuggled up against our Southern 
borders without its being really discovered by Americans, for 
it is an exciting land and as beautiful in its peculiar way as 


anything which you go to Europe to see-——‘“Bright Mexico,” 
by Larry Barreto. 


HE primary purpose of this outline story about our 
T neighboring Republic is to make Mexico better known 

to the American people by directing attention to the 
attractive features which the country possesses. These fea- 
tures are many. They appeal to the student of history, to 
the ethnologist, to the antiquarian, to the social reformer, 
and above all to the tourist intent on enjoying wonderful 
scenery, a delightful climate, unique architecture and the 
sharp contrasts which Mexico affords. 

Nor will the material resources of the country be over- 
looked, for they are many and varied, and in their develop- 
ment combined with cultural advancement lies the chief 
reliance for the country’s future progress. 

Mexico has a long and fascinating history, whether one 
considers it from the remote period embracing the ancient 
Aztec civilization, the conquest of Cortez, followed by the 
long rule of the Viceroys of Spain, or even from the brief 
period since the end of the Diaz régime. To traverse any 
or all of these epochs is manifestly impossible. What is of 
more immediate importance is to give some account of the 
present condition of the country and the outlook for the 
future. This outlook will be determined by the prospect 
of political stability, and it is therefore of great importance 
to measure the factors now operating to assure the country 
a period of tranquillity, undisturbed by the contentions of 
rival political factions. In the past, or until within recent 
years at least, peace in Mexico meant the rule of a strong 
man, supported by the army. It is the settled purpose of 
President Lazaro Cardenas to substitute strong institutions 
for a strong man. And he realizes that to bring about this 
desirable change the condition of the people, upon whom 
these institutions will depend for their support, must be 
vastly improved as compared with what that condition has 
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The Independence Column, one of the monuments on the Paseo de la Reforma, 
in Mexico City. This is one of the most beautiful drives in any city in the 
world. 


been in the past. Such improvement has two aspects. In 
the first place, the Mexican people must be given an oppor- 
tunity to possess and cultivate the land. In the second 
place, their opportunities for education and culture must 
be greatly enlarged. It is hardly too much to say, from an 
economic standpoint, that Mexico’s chief problem is to 
bring the land to the peasant, not as tiller or tenant only, 
but as owner, thus giving him that firm attachment to the 
country and its institutions such ownership almost invari- 
ably confers. 

Broadly speaking, the aim of the present Government 
of Mexico is to advance the general well-being of the masses 
of the people. And while this aim is not confined to that 
country alone, the problems with which the country has to 
deal are of a magnitude which makes the attempt of special 
interest. ‘That the masses of the Mexican population have 
long struggled under a mode of life destitute of ordinary 
comforts and but little above a bare level of subsistence, is 
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something well known to those who have visited the country 
or have attentively studied its history. 

But something more than material prosperity—impor- 
tant as that is—must be achieved if the Mexican people are 
to develop that attachment to their institutions for which 
the present Administration hopes, and to which its efforts 
are being so energetically directed. So recently as 1910, 
the illiteracy among the total population was in excess 
of 60 per cent., which shows one of the serious problems 
to be dealt with in improving the character of the people so 
that they might have an intelligent understanding of their 
new institutions. 

Mexico has now been peaceful for so long that it may 
be fairly assumed that the country is likely to be free from 
political disturbances of a serious character in the near 
future. Last year, there were some evidences of tension 
between former President Calles and President Cardenas, 
but their differences were adjusted and the tension relieved. 

If to the conservative type of mind some of the social 
reforms instituted in Mexico are of doubtful wisdom—not 
as to their objective, but as to method—would not the same 
misgiving be applicable to similar and perhaps more drastic 
experiments being tried in the United States of America? 
The propriety of the measures being employed in Mexico 
for raising the general standard of living among the masses 
of the people—and that without doubt is the sincere pur- 
pose of the present régime—will be left precisely where it 
belongs—with the Government of Mexico. 

Having visited Mexico for rather long periods on two 
previous occasions, it cannot be said that the views herein 
expressed are of recent origin. Possibly, they may be open 
to criticism on the ground of partiality. But having found 
in Mexico a delightful climate—one practically of your own 
choice, depending upon the elevation—a kindly and hospi- 
table people, majestic scenery, antiquities that lead one’s 
imagination back to the night of time—it is, indeed, difficult 
to write of the country in terms of sober restraint. 

From its past and its present, Mexico is certainly en- 
titled to be classed as one of the most interesting spots on 
the round earth. In the following pages will be told at 
least a part of the story upon which this assertion is based. 
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Political Stability 


INCE Mexico has, since 1910, 
S undergone a series of political 

disturbances, marked by several 
periods of tranquillity, and since the 
persistence of peace is indispensable to 
the orderly progress of the country, it 
therefore becomes a matter of the first 
importance to attempt an estimate of 
the probabilities of stable political con- 
ditions in the future. 

No doubt, the unsatisfactory eco- 
nomic situation of any country is the 
prime cause of political discontent. 
When people see their way to an im- 
provement in their economic status they 
are rarely disposed to listen with much 
attention to those who would seek to 
overthrow an existing government. From 
this standpoint it may be said that 
Mexico is in a fortunate condition, for 
the economic situation is favorable at this 
time, and the outlook for greater in- 
dividual prosperity is most encouraging. 

What has been the underlying cause 
of the political disturbances in Mexico 
during recent years? Let Emilio Portes 
Gil, president of the National Revolu- 
tionary Party, answer this question. In 
an address last year, he said: 

“It is an undoubted fact that the de- 
sire of the humble classes to reach the 
most complete human happiness has 
been the fundamental cause of the po- 
litical and social movements of Mexico. 

One of the leading problems to which 
the revolutionary movement addressed 
itself was the restoration of large tracts 
of privately held lands to the Indian 
and mixed population of the country. 
At the time the above-mentioned address 
was delivered (July 24, 1935) there 
had been thus restored over 12,000,000 
hectares of cultivable lands, of which 
nearly 5,000,000 individuals who were 
lacking land to work and from which to 
secure a living have utilized for this 
purpose. To aid in cultivating the land 
thus acquired, extensive loans have been 


granted to the peasants by the National 
Bank of Agricultural Credit. 

In the address of Portes Gil, from 
which a quotation has been made above, 
another problem of great importance— 
that of education—was referred to as 
follows, after stating that the lack of 
educational facilities in the past had 
been one of the causes why the country 
had “remained in complete backward- 
ness:” 

“The number of rural and primary 
schools supported by the Federal Gov- 
ernment in the different states of the 
Republic, is about 12,000. If we com- 
pare this figure with the number of 
schools that existed prior to 1910, we 
will note a great difference. 


“In 1910, the number of illiterates 


i HE business and commercial 
interests of Mexico and Texas 


rest, in many instances, on com- 
bank 
every opportunity to 
serve in their development. 


mon ground, and _ this 


welcomes 


The First National joins other North 
American institutions in greeting the 
Mexican Nation 


First National Bank 
In Houston 


Resources over Fifty Million Dollars 





wat 
am 


NATIONAL 


This Bank 
And the Centennial 


@ The Texas Centennial Central Exposi- 
tion, opening at Dallas, June 6, 1936, will 
represent an investment of twenty-five mil- 
lion dollars. It will portray the history, 
romance, and progress of the Lone Star 


State in a vivid and eolorful manner. 


@® This bank, which has served Texas for 
sixty of her hundred years, invites you to 
plan now to visit this great exposition. 
Come to Dallas and to Texas, where the 
hospitality of the South blends with the 


color of the Golden West! 


First National Bank 


in Dallas 





If Interested in Mexico, Write for Sample Copy of the 


MEXICAN NEWS 


DIGEST 


A dependable summary, in all branches, of important 
commercial and development information 


Issued twice a month, providing a classified resume of important information of in- 
terest to business men, present or prospective investors in Mexico; including laws, regu-. 
lations, decrees, movement of money and trade and in general all matters of vital 


concern to the business world, 
tailed information. 


with interpretative comment and references for de- 


Published fortnightly by the NOEL MEXICAN SERVICE 


John Vavasour Noel, Director. 


that existed in Mexico was 7,537,414 
individuals, or 60.73 per cent. of the 
total population. In 1930, the number 
of illiterates, even though the total 
population increased 33 per cent., was 
only 6,962,517 individuals, or 59.26 per 
cent. of the population. You can note 
the great diminution, due specially to 
the efforts of the Revolutionary Govern- 
ment to combat illiteracy. 

“The Federal Government budget, in 
the educational branch, in the year 
1910, allowed only $7,862,420, or 7.69 
per cent. of the total budget, and in the 
year 1935, the sum of $44,450,000 is 
devoted to this branch, and represents 


P. 0. Box (Apartado) 2853, Mexico, D. F., Mexico 


16.153 per cent. of the total budget 
that amounts to $175,000,000.” 

It would be to ignore the truth to 
declare that in Mexico at the present 
time there are no factors exercising a 
disturbing influence. There is the con- 
troversy with the church, and the politi- 
cal rivalry from which no country is 
long exempt. But the sincere effort to 
improve the general well-being of the 
people, and the prevailing prosperity, 
would seem to warrant the belief that 
solid ground exists for political stability. 
That such a condition, long-continued, 
would immensely contribute to the 
country’s welfare is beyond question. 


Present Economic Situation 


HAT the present situation of 
Mexico is one of increasing pros- 
perity is a fact clearly indicated 

by the rising rate of production and 
trade. If one should take the building 
construction of Mexico City as a cri- 
terion, the assertion would be warranted 
that the country is experiencing a genu- 
ine boom. But while building construc- 
tion is one of the most reliable evidences 
of growing prosperity, before placing 
too much reliance upon the furious ac- 
tivity of building in Mexico City, one 
would wish to know this activity ex- 
tends throughout the entire Republic. 
That widespread improvements have 
been made elsewhere than in the capital, 
musi be readily seen by any one who 
has visited the country recently after 
the ‘apse of a considerable period. It 


is especially noteworthy that Mexico 
is becoming what may be called “hotel- 
conscious,” and the improvement in this 
respect, already quite significant, is 
destined rapidly to increase with the 
early completion of the new interna- 
tional highway and the consequent gain 
in tourist travel from the United States 
into Mexico. 

With a population of approximately 
seventeen millions, and with large and 
varied natural resources, the foundation 
for the prosperity of the country is 
well established. Agriculture is the 
predominant industry, but mining is of 
great importance, and many manufac- 
turing establishments are busily en- 
gaged in supplying the numerous and 
growing wants of the population. 

The climate and topography of Mex- 
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ico adapt the country to a wide variety 
of agriculture. From the tropical and 
sub-tropical coastal plain, the climate 
includes every variation up to the high 
sierras covered with perpetual snow. 
Approximately 30 million acres of land 
are now under cultivation, 120 million 
acres are in pastoral grazing land, 44 
million acres in forest, and another 73 
million acres could easily be put under 
cultivation if desired. The principal 
export products of agriculture are 
tropical hardwoods, chicle, fibers, chick- 
peas, coffee, vegetables and _ tropical 
fruits of all kinds. In addition Mexico 
produces corn, wheat, sugar cane, 
cotton, beans and rice. 

Mexico is not primarily an industrial 
country but rather its industry is en- 
gaged particularly in supplying the 
wants of its people. Its industries have 
been fostered by tariff protection and 
while largely limited to meeting local 
demands are in a generally prosperous 
condition. The principal manufactures 
include textile goods, shoes, iron and 
steel, food products, tobacco products, 
pharmaceuticals, beer, flour, paper, ce- 
ment and pottery. In 1930 there were 
48,850 industrial establishments in Mex- 
ico including mining, commerce, real 
estate, food products manufacture and 
motion picture operations as well as 
those activities which would be strictly 
classed as manufacture. These activities 
represented at that time an investment 
conservatively estimated at a billion 
pesos and since that time the total in- 
vestment has been increased by more 
than 50 per cent. 

Steel mills are working at capacity 
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and cannot supply the local demand. 
Construction of every kind continues 
to grow rapidly. Textile mills are 
working day and night shifts without 
producing in excess of demand. All 
industry is actively on the increase. 

Transportation interests are well rep- 
resented by steamship lines between the 
two coasts of the United States and 
Mexico and some of the principal Euro- 
pean ports. Railway service, communi- 
cating with all parts of Mexico and the 
United States, is adequate, and the 
internal requirements for transportation 
are well served by existing lines and 
others in course of construction. 


MExIco’s FOREIGN TRADE 


(In thousands of pesos) 


Exports Imports 


216,585 
180,912 
244,475 
333,942 
184,520 


*Six months, January to June. 


Mexico’s TRADE BALANCE 
(Excess of exports over imports in pesos) 


287,271,578 
234,681,690 
208,410,968 
108,496,073 
183,125,898 
123,784,966 
120,491,983 
309,736,389 


United States exports to Mexico, val- 
ued at $55,061,100 in 1934, the highest 
figure since 1930, increased 47 per cent. 
over 1933. In actual value, exports of in- 
dustrial machinery, iron and steel-mill 
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products, automobiles, and _ electrical 
machinery and apparatus, showed the 
largest increases. 

This larger movement of goods into 
Mexico was influenced by the improve- 
ment in Mexico’s industries and com- 
merce, which began in the latter part 
of 1932 and reached “boom” propor- 
tions by the middle of 1934. The 
principal factor responsible for the im- 
provement was the rise in world prices 
of metals, particularly silver, and the 
resulting increase of Mexico’s exports, 
not only of silver but also of lead, zinc, 
gold, and petroleum. The value of 
Mexico’s total exports increased ap- 
proximately 100 per cent. in 1934 as 
compared with 1933. The comparative 
stability in the dollar rates of the peso 
during 1934 was also favorable to the 
expansion. of trade between the United 
States and Mexico. 

In sharp contrast with the improve- 
ment recorded in our exports of manu- 
factured articles to Mexico, shipments 
of unmanufactured cotton, the value of 
which totaled $1,547,000 in 1933, 
ceased entirely in 1934. The produc- 
tion of cotton in Mexico was slightly 
more than sufficient to supply domestic 
requirements. The value of total ex- 
ports of foodstuffs, which made up 8 
per cent. of the trade, increased 16 per 
cent. The largest increase in shipments 
of foodstuffs was recorded by refined 
sugar, which was valued at $201,600 in 
1934, compared with $23,000 in 1933. 

Our imports from Mexico, totaling 
$36,495,000 in 1934, showed an in- 
crease of $5,779,000, or approximately 
19 per cent. in comparison with 1933. 
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Among the imports, copper, petroleum 
products, coffee, and bananas, ranked 
in the order mentioned, and each of 
these items, except coffee, increased sub- 
stantially in both quantity and value. 
Imports of other metals of lesser im- 
portance, namely, lead, zinc and anti- 
mony, advanced by a larger percentage 
than copper, and our imports of silver 
from Mexico rose from a value of $17,- 
590,000 in 1933, to $22,506,000 in 
1934. Imports of gold from Mexico 
increased from $4,859,000 in 1933 to 
$30,388,000 in 1934. 

Among the textile fibers furnished 
by Mexico, sisal and henequen reg- 
istered declines, while our imports of 
unmanufactured cotton increased in 
1934. Imports of those food products 
which are usually prominent in the 
trade also declined. The quantity and 
value of coffee imports were 30 per 
cent. and 21 per cent. smaller, respec- 
tively, than in 1933, while tomatoes, 
green peas, dried beans and sugar 
showed even greater percentage reduc- 
tions. On the other hand, imports of 
certain foodstuffs, of which there was 
an unusual shortage in production in 
the United States, increased substan- 
tially. Included in the latter were corn, 
bran, oil cake, and oil-cake meal. 


A comprehensive survey of condi- 
tions in Mexico under topics I and II 
was, most regrettably, received too late 
to be published in the January number 


of THE BANKERS MAGAZINE. It is ex- 
pected that this information will appear 
in a later issue—Editor. 
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Capitalization, A Social Force 


New Productive Occupations and Capital 
for Their Upkeep Are Created for the 
Country by Individual Savings 


The Banco Capitalizador de Ahorros was the first to establish in 
Mexico savings through “capitalization” basing its operations on 
the Mexican Banking Law. 


The system is essentially human, as the natural desire for profit 
is used to stimulate the practice of a social virtue, so arduous and 
yet so necessary. 


Thus, for the benefit of the nation, this Bank contrived a system 
with possibilities hitherto unsuspected in Mexico, making sub- 
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The system is a most democratic one, as it covers from the small 
child who scarcely begins to understand the value of the copper 
coins that buy candy for him, to the far-sighted business man who 
monthly Jays aside from his present income a few dollars for the 


replacement of materials or for new enterprises. 
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Banks and Banking 


EXICO has what is generally 
M eos as a unified banking sys- 

tem, the banks throughout the 
Republic operating under a uniform 
law. Although there are a number of 
head office banks outside Mexico City, 
the leading banks at the capital have 
a network of branches spread over the 
country. The general provisions of the 
Banking Law are indicated in the digest 
of Mexican Laws, prepared by Perry 
Allen, and published in the Lawyer’s 
Directory for the year 1935, as follows: 


A new General Banking Law for the 
whole Republic was enacted on June 28, 
1932, and substantially amended on August 
30, 1933. In order to establish a banking 
institution a concession must be obtained 
from the Government, acting through the 
Department of Finance. Foreign banks may 


establish branches or agencies in Mexico, but 
must likewise obtain a concession for this 
purpose. Such branches or agencies are pro- 
hibited from accepting savings accounts, 
acting as fiduciaries (trust companies) or 
performing certain other specified operations. 
They are likewise required to form part of 
the Republic’s general banking system by 
associating themselves with the Banco de 
Mexico, purchasing a prescribed number of 
the latter's shares, and depositing therein a 
certain portion of their required reserves. 
A foreign bank in applying for a concession 
must agree that it shall be liable without 
limit, not only to the extent of the assets 
of its branch or agency in (Mexico, but to 
the extent of its own entire assets, for all 
obligations assumed or contracted by such 
branch or agency, and expressly subject 
itself to the jurisdiction of the Mexican 
courts with respect to all business transacted 
in Mexico; and such branches or agencies 
are subject to the control of the National 
Banking Commission. 


] 
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Banco de Mexico, in Mexico City 
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At the end of June, 1935, a statement 
of the national credit institutions, other 
credit institutions, branches of foreign 
banks, and finance companies, showed 
total assets of 1,890,630,000 pesos; 


capital, 213,040,000 pesos. 


SoME LEADING BANKS OF Mexico City 
Banco de Mexico, S. A. 


THE Banco de México, S.A., is the 
central bank of Mexico. Its capital is 
50,000,000 pesos, out of which the Fed- 
eral Government owns the Series “A” 
shares in the amount of 25,500,000 
pesos, the balance is represented by 
Series “B” and is at the disposal of 
the public and associated banks for 
subscription. Up to the present moment 
6,755,900 pesos have been subscribed of 
Series “B.” 

The purposes of the bank are to 
issue notes, regulate the currency and 
the rate of interest, to discount from 
associated banks bona fide commercial 
bills, to act as trustee of the metallic 
reserve for the regulation of the ex- 
change. The bank may also enter open 
market bond business, provided such 
securities have a ready market, being 
quoted in the official stock exchange. 

The bank has the right to buy from 
all associated banks, at the market rate 
of the day, all gold, silver and foreign 
exchange which they may have in excess 
of their own responsibilities in said 
species. 

It has the sole right of issue and its 
notes are legal tender. 

It may receive deposits from the 
public but it can not pay interest on 
sight deposits. 

The bank may not loan to the Fed- 
eral Government amounts exceeding 5 
per cent. of the yearly income of said 
Government, as shown by the results 
of the previous year. 

The board of directors of the bank 
is formed of nine persons, five ap- 
pointed by Series “A” and four by 
Series “B” shareholders. 

All associated banks must keep at the 


central bank a deposit equal to 5 per 
cent. of their own sight deposits. 

The present commercial value of 
metals and foreign exchange in the 
monetary reserve for which the bank 
acts as trustee is 346,182,023.20 pesos 
(September 30, 1935). 

The total amount of bills outstand- 
ing including such as are kept in the 
banking department is 298,987,843.00 
pesos. ‘There are also about 43,000, 
000.00 pesos subsidiary coin in circula- 
tion. 

The law provides that the commercial 
value of the metallic reserve must be 
at least 50 per cent. of the total notes 
and subsidiary coin in circulation. 

The total credit at present granted 
by the bank through its various author- 
ized operations is 95,484,441.82 pesos 
(September 1935). 

The total amount of deposits held by 
the bank including the legal deposit of 
associated banks, already referred to, 
is 158,209,017.74 pesos (September 30, 
1935). 

The bank determined two years ago 
that the equilibrium rate of exchange 
for Mexico should be 0.277 United 
States currency for each peso, and this 
rate of exchange has been maintained 
without great effort during said two 
years. ; 


Banco Mexicano, S. A. 


THE Banco Mexicano, S. A., was estab- 
lished December 15, 1932, by a conces 
sion granted by the Federal Govern- 
ment of the United States of Mexico, 
and initiated its transactions in the 
building it mow occupies, located at 
Madero Avenue No. 53, Mexico City. 

Its initial capital was of $500,000, 
which was immediately subscribed and 
totally paid up by well-known and 
prominent persons of the banking and 
commercial circles of the city. Its board 
of directors was formed by a group of 
distinguished business men among its 
own stockholders, and therefore the 
bank gained at its foundation the con- 
fidence and good-will of the public, not 
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The newly constructed building of the Banco Mexicano, in Mexico City 


only in Mexico City but all over the 
country. It soon was necessary to in- 
crease the capital to one million pesos, 
which permitted the bank to expand its 
business and give greater facilities to 
its clientele. 

On December 15 last the bank was 
three years old, and its deposits exceed 
ten million pesos; its capital has been 
increased to two millions, and it is 
believed that within a few days after 


installation in its new location in the 
building which will bear the name of 
“Banco Mexicano, §S.A.”, located at 
the corner of 5 de Mayo Avenue and 
Motolinia street, where it will have the 
necessary space and worthy presentation 
of its conquered importance, its trans- 
actions will undoubtedly increase to a 
considerable extent. The bank ranks as 
one of the sound credit institutions of 
Mexico. 
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THE BANKERS MAGAZINE 53 


This institution has been able to pay 
its shareholders dividends at the rate 
of 10 per cent. per annum, providing, 
at the same time, for the foundation of 
its reserve fund in a greater proportion 
than that designated by the law. 


Banco de Londres y Mexico, S. A. 


THIs institution, which was founded in 
1864 with English capital as a branch 
of the Banco de Londres, Mexico, y 
Sud-America, is the oldest of its kind in 
the Republic of Mexico. 

In 1885 its name was changed to the 
present style with a capital of $1,500,- 
000, which capital was progressively 
increased to $21,500,000 and branches 
were established in twelve different 
cities throughout the Republic, but 
which were later closed due to political 
disturbances in the country. In 1925 
the bank was authorized to recommence 
operations no longer as a bank of issue, 
but as a loan, discount, and “Banco 
Refaccionario,” which covers the devel- 
opment of industry and agriculture 
under certain conditions. 

The authorized capital after various 
reorganizations now stands at $5,500,- 
000 of which $3,420,000 is fully paid 
up, with two branches established at 
Torreon, Coah., and Leon, Gto., and 
an agency located in Avenida Uru- 
guay, Mexico City. A trust department 
is also operated, which has proved suc- 
cessful. 

The bank, after having suffered va- 
rious crises in jts career, is now operat- 
ing in a satisfactory manner under 
capable and efficient management and 
is steadily increasing its operations. 
The board of directors is composed of 
prominent men of high integrity. 


Banco de Comercio, S. A. 


THis bank was organized October 15, 


1932. The initial capital was fixed at 
$500,000 (pesos) which was entirely 
subscribed and paid for in cash. In 
August, 1933, the capital was increased 
to $1,000,000 through the issue of 
5000 new shares, which were immedi- 


ately subscribed and paid in cash. A 
dividend of $10.00 per share «was paid, 
after creating a reserve fund of $250,000. 

In view of the constant pfogress the 
bank was making it was :deeided ‘in a 
general stockholders meetirfg -held on 
May 2, 1935, to further increaSe the 
capital stock to a total of $1,600,000, 
which was also fully paid in ash. 
This measure was taken in order to 
strengthen the financial standing of the 
institution and with the aim of building 
a solid foundation for future develop- 
ment. 

After paying the dividend of $10.00 
per share, the reserve funds were in- 
creased also, totaling $800,000. It is 
the intention to continue building con- 
sistent reserve funds out of the yearly 
profits, thus conforming with conserva- 
tive policies. 

The deposits have been growing 
steadily and are now over $21,000,000. 
The stock, with a par value of $100, 
is now quoted at $170 on the local 
Stock Exchange. 


Banco Capitalizador de Ahorros, S. A. 


Tuis bank is primarily a savings institu- 
tion, established under the French plan 
of capitalization, and it was the first 
of its kind to be opened north of the 
Panama Canal. The system of capitaliza- 
tion owes its birth to Paul Vergere, a 
French lithographer, who, in 1850, got 
together a group of his fellow trades- 
men who obligated themselves to de- 
posit with him one franc a week, with 
which a savings fund would be made 
to make up one hundred francs in a 
given period and would entitle the as- 
sociate to three drawings of one hundred 
francs a year, which would take place 
at Easter, St. John’s (24th of June) and 
Christmas. From this crude intent, 
several companies offering the most 
ingenious schemes were soon after estab- 
lished in France and very serious fail- 
ures and public losses came as a conse- 
quence of the then néwly-devised system 
of saving. 

In 1886 France saw the necessity 
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The newly constructed building of 
Banco Capitalizador de  Ahorros, 
Mexico City 


of enacting a law which would regu- 
late the operation of that system of 
saving, which was beginning to be 
known by “capitalization,” and which 


would protect the investor. From 
that time to our day “capitalization” 
has prospered not only in -France but 
in every country where it has been per- 
mitted to operate and due care has 
been given to regulate its operation. 
Capitalization banks, societies or com- 
panies, whatever they may be called, 
are today operating successfully in sev- 
eral parts of Europe, the Orient, South 
America and Mexico, and there is no 
reason why their operation will not be 
eventually permitted in other countries, 
even those whose laws are adverse to 
lotteries. 


Capitalization’s greatest attraction is 
undoubtedly the monthly drawing of its 
bonds, which has been unjustly taken 
for a lottery. In fact, the assertion is 
most unfair to such a constructive line 
of business, as in a lottery the holder 
of a ticket wins a large sum or loses 
the price of the ticket, while in capital- 
ization the holder of a bond either gets 
the face value of his bond or loses 
nothing. The drawing, in capitaliza- 
tion, serves to keep up the regular sav- 
ings within the specified agreement, 
mostly monthly, and the thrift account, 
in order to have the right to participate 
in the drawing and perhaps win the 
prize, is punctual in its payments, cre- 
ating in the long run the savings habit. 

It is very much like a life insurance 
policy, where the holder is interested 
in keeping up his payments in order 
to keep the policy in force. Moreover, 
the drawing has been proved to be a 
prize in time, not in money, as all 
contracts which remain in force mature 
on a given time and through the draw 
ing the maturity is anticipated. 

Capitalization banks were brought to 
Mexico by Antonio Romero, the general 
manager of the Banco Capitalizador 
de Ahorros. Mr. Romero, who dur: 
ing twelve years was connected with 
several New York firms, was the South 
American representative of E. H. Rol- 
lins & Sons and, while living in Brazil 
and later in Argentina, saw the crea: 
tion of the first two banks of its kind 
in those countries. Through his con- 
nections in Buenos Aires, he was af- 
forded the facilities to investigate the 
technicalities of capitalization, and 
months later brought the system to his 
country. The system was not entirely 
new in Mexico, where it has been fre- 
quently operated in merchandise, but it 
is quite delicate to attempt it as a 
medium of thrift; therefore, the neces 
sity of creating a law to protect the 
investor and assure the operation of the 
institution. 


Such a law was created in Mexico as 
a consequence of the efforts of the 
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The head office of the Banco de Londres y Mexico, S. A., also located in Mexico City 


organizers of the Banco Capitalizador 
de Ahorros and now, under such a law, 
all the capitalization banks in Mexico 
are operating. 

The Banco Capitalizador de Ahorros, 
the first of its kind to be opened in 
Mexico, started operations on the first 
of April, 1933. At that time just two 
banks in Mexico had savings depart- 
ments and among the two, which had 
been operating for very many years, 
there existed less than 15,000 thrift 
accounts. With this background the 
organizers of the Banco Capitalizador 


de Ahorros never thought that the 
drawing would stimulate the accumula- 
tion of savings to the extent to which 
they have succeeded, and many shrewd 
business men prognosticated a complete 
failure for the newly created institu- 
tion. Facts, however, were entirely dif- 
ferent from their prognostication, as in 
the very first month that this bank op- 
erated it opened 2027 accounts, and at 
the present time it has over 32,000. 

The system has been so successful 
sociologically that there are in the Re- 
public, at the present time, six similar 
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institutions, and among them, some 
60,000 accounts, or in the short space 
of two and a half years, four times as 
many people are saving through the 
system of capitalization than there 
were in the savings banks, and about 
twice as many as those saving at pres- 
ent through life insurance. 

The rise of the Banco Capitalizador 
de Ahorros has been phenomenal. From 
a humble start of an office whose rent 
was less than $100.00 United States 
currency a month, it is now housed.and 
occupies the ground and first floor of 
its own building, illustration of which 
accompanies this article. 

This building was designed by a 
New York firm of architects and orig- 
inally cost over $500,000.00 United 
States currency. The operations of a 
capitalization bank are very wide in 
scope and the routine of the bank’s 
business requires the daily employment 
of 130 clerks. 

The Banco Capitalizador de Ahorros 
has opened a regular commercial bank- 
ing business, having brought to Mexico 
two innovations in banking. Up to 
now, no bank in Mexico has returned 
the paid checks at the end of the month. 
The Banco Capitalizador de Ahorros, 
through the acquisition of two Rec- 
ordaks is complying with the law and 
returning checks to its depositors for 
the first time in the history of Mexican 
banking. 

It has also established the compensa- 
tion of the checking account depositor 


in the form of a participation in its 
‘ profits. instead of paying interest. 

A visit to the Banco Capitalizador 
de Ahorros, conducted by its president, 
Don Lorenzo Cué and its manager, 
Antonio Romero; will impress one by 
the efficiency with which its 32,000 
,accounts are operated in its capitaliza- 


“tion department. 


Few banks can boast of operating 
their statistics with “Powers” Statistical 
Machines, but this modern bank op- 
erates them, and there is no new 
device of labor saving and efficiency 
that. has not been successfully applied 
inthe operation of this institution. 

The paid-in capital of the bank is 
at the present time one million pesos, 
and the mathematical reserves over four 
million pesos. The dividends distributed 
in 1933 and 1934 averaged 274 per 
cent. of the paid-in capital and this 
year a larger dividend may be expected 
by its stockholders. 


Banco Nacional de Mexico 


In the year 1884, seven of Mexico's 
leading bankers, representing the two 
most important banks of the Republic, 
had a conference, as a result of which 
the two banks were merged into one, 
thereafter to be known as the Banco 
Nacional de Mexico. 

The year the new bank came into 
existence was one fraught with great 
economic difficulties, not only for Mex- 
ico, but also for the United States and 
for France, the two countries most 
closely allied in trade with Mexico. 

The United States experienced the 
beginning of its troubles with the sus 
pension of payments by Hatch and 
Foote, and by the Metropolitan Bank. 
Then followed a real epidemic of fail 
ures, bankruptcies, stagnation of busi- 
ness, stoppage of construction work, 
and a general paralysis in all fields of 
industry. Through the whole country 
there was suffering and misery. 

In France, large banks like the Crédit 
de ‘France, the Crédit de Paris and the 
Banque Nationale failed one after the 
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other, taking down into bankruptcy 
with them numerous business firms. The 
French government-had recently under- 
taken the building of srailroads; these 
failures put a stop to that work, as 
the public finances had become greatly 
undermined. The crisis was a serious 
one and .was felt by every field of in- 
dustry. 

Mexico had been enjoying an ex- 
traordinary period of prosperity begin- 
ning with the year 1880. Through the 
help of General Ulysses S$. Grant, and 
the era of peace which was beginning 
to reign in the country, construction 
was begun on the principal Mexican 
railway lines. Large sums were invested 
in those projects and construction con- 
tinued up to 1884. The opening of 
new roads and the linking of centers of 
production brought about prosperity for 
the -people and welfare for the State. 
By 1882, exports of metals, sisal, lum- 
ber, chicle and numerous other articles 
showed a decided increase; they were 
43.7 per cent. above exports for 1881. 

In the middle of the year 1883 re- 


percussions of the difficulties expe- 
rienced in the United States and in 
France began to be felt in Mexico. 
Mexico had presented to the United 
States and France a virgin field for 
the investment of capital. Its natural 
resources, “exaggerated by rumor” had 
been a strong attraction to foreign 
capital. But the crisis in the two 
countries most interested in Mexico's 
riches put a stop to the inflow of funds 
needed for the development of Mex- 
ico’s resources, so that by 1884 there 
developed in Mexico a financial crisis 
culminating in the suspension of pay- 
ments of the Nacional Monte de 
Piedad, one of the large banking houses 
of the country. 

It was in such an adverse atmosphere 
that the Banco Nacional de Mexico 
came into existence. It began with the 
handicap of having to overcome almost 
insurmountable obstacles. That it did 
overcome them, and carry on, is due 
to the splendid management it has al- 
ways enjoyed. It has had at its head 
men of sterling qualities, great fore- 
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sight, thorough knowledge of finance 
and keen appreciation of the needs to 
be met. Such leadership is exemplified 
by its present head, Agustin Legorreta, 
the president, well known and liked in 
international banking fields and thor- 
oughly schooled in the art of banking. 

The Banco Nacional de Mexico has 
withstood many turbulent political pe- 
riods that have crossed its path and has 
remained for over fifty years the lead- 
ing bank in Mexico, capably handling 
private and public business, always 
maintaining a conservative attitude and 
a solid foundation, and has contributed 
in no small measure to the progress of 
the nation. 

Each year the Banco Nacional de 
Mexico has expanded more and more. 
It is the largest commercial bank in 
the Republic of Mexico, with five 
branches in Mexico City, thirty-six 
other branches throughout Mexico, an 
agency in New York City under the 
very able management of John B. 
Glenn, a well known international 
banker, and an extensive network of 
correspondents not only in every town 
of any size in the Republic of Mexico, 
but throughout the world as well. 

The capital and surplus of the Banco 
Nacional de Mexico is $16,526,857.14 
(Mex.), and total resources are over 
$175,000,000 (Mex.). 


Mexico City Branch of The National 
City Bank of New York 

THE Mexico City branch of The Na- 

tional City Bank of New York was 

established to do a general banking 

business on August 6, 1929, with a 
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capital of pesos 500,000. Its founda 
tion met with a ready response from 
foreign and Mexican business interests 
and within a year its deposits were over 
pesos 10,000,000. Since that time they 
have increased each year, reaching a 
total during 1935 of pesos 33,000,000. 
The functions of the branch are pri- 
marily that of service to facilitate trade 
between Mexico and the United States 
and not as a competitor for deposits 
with the native banks. Its customers 
consist largely of. leading American 
firms doing business in Mexico and to 
day it probably does the major foreign 
business. It is taking an active part 
in stimulating increased and reciprocal 
trade relations between Mexico and the 
United States and its vast organiza 
tion and manifold services are freely at 
the disposal of those engaged in such 
service. 

Holding most friendly relations with 
the financing branch of the Mexican gov 
ernment it has co-operated cordially in 
the development and stabilization of the 
Mexican banking system. 

William B. Richardson, the manager, 
has taken a leading part in local bank 
ing and civic affairs, and as a director 
in the Mexican Bankers’ Association 00 
operated ably toward the splendid im 
ternational character of its 1934 Com 
vention at Guadalajara. Mr. Richard: 
son was also one of the organizers of 
the great 1935 Rotarian Internati 
Convention in Mexico City, attended 
by 5000 Rotarians from all over the 
world, and is president of the Rotary 
Club of Mexico for this year. 

The officers of the branch are, in ad’ 
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The head office in Mexico City of the Banco 


Nacional de Mexico. 


This is the largest com- 


mercial bank in Mexico. 


dition to the manager, Edward J. God- 
dard and R. Ross Robertson, sub-man- 
agers; Chester T. Swinnerton, account- 
ant; Angel Torres, Rafael Becerra and 
William F. Sprowls, sub-accountants. 


Credito Industrial de Monterrey, S. A. 


Crepiro INDUSTRIAL DE MONTERREY, 
§.A., was organized and began opera- 
tions in February of 1932. The reason 
for organization of this bank was to 
furnish an efficient and economical 
service for manufacturers and mer- 
chants who had been under credit 
strain, as other local banks in Monter- 
rey had undergone a serious set back 
after the passing of the monetary law 
of June, 1931. The bank’s capital was 
totally subscribed by local manufac- 
turers and merchants, and therefore it 
was named Credito Industrial de Mon- 
terrey, which translated means “Indus- 
trial Credit of Monterrey.” 

The Credito Industrial de Monterrey 
is located in the city of Monterrey. This 
city is one of the larger cities of Mexico, 
and is in the northern part, in the 
Province of Nuevo Leon, which borders 
on the state of Texas. 


The Credito Industrial de Monterrey 
does a general banking business but 
specializes in discount of commercial 
paper and collateral loans secured by 
raw material. The success of (Credito 
Industrial de Monterrey has been no- 
table since tits founding and it was able 
to pay a 3 per cent. dividend on its 
initial year of operations. It has since 
increased its dividend by 1 per cent. 
each year and has the backing of every 
manufacturer of importance, and of 
wholesale business, in Monterrey. It 
really does a wholesale banking business 
as it handles very few small accounts. 
One of its principal stockholders outside 
of those mentioned is the Banco de 
Mexico which is the equivalent of the 
Federal Reserve Bank in the United 
States. 

All the officers of this bank have been 
trained in the United States, and its 
manager, Roberto Riveroll, was until 
1931 agent of the Banco Nacional de 
Mexico in New York. He iis widely 
known in the United States and in 
Mexico. 

The deposits of the bank at the pres- 
ent time are over three million ‘pesos, 
and its capital is one million, with re- 
serves of fifty thousand ‘pesos. 
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Vistas of avenues in Mexico City. 
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Leading Cities 


capital, Mexico City, with a popu- 

lation in excess of 1,200,000, and 
growing at an astonishing rate. It 
is the oldest large city on the North 
American Continent, and possesses a 
climate that is agreeable both in sum- 
mer and winter, the rainy season 
prevailing from May to November. 
It is perhaps quite safe to say that 
no city in this northern part of the 
Western Hemisphere is experiencing 
such tremendous activity in building as 
is now going on in Mexico City. This 
development is, in fact, transforming 
the city, and giving to it a new and 
entirely modern aspect in many quarters. 

Streets are being widened, magnifi- 
cent hotels and office buildings have 
been built or are in the course of con- 
struction. Many of the residence dis- 
tricts are notably fine, and contribute 
further to enhance the attractions of 
this, one of the beautiful cities of the 
world. 

Situated within the tropical belt and 
at an altitude of 7444 feet the city 
enjoys the advantages of both zones 
without their inconveniences. The mean 
annual temperature is 60 degrees, the 
average of the hottest month being 71 
degrees, and of the coolest month 48 
degrees. 


T= largest city in Mexico is its 


WHAT TO SEE IN MEXICO CITY 


Zocalo—An imposing square occu- 
pying the grounds of the main Aztec 
Temple; it was the center of the ancient 
Tenochtitlan and of the Mexico of the 
Conquistadores; it is the most historical 


spot in the Republic. On its sides the 
visitor will see the Cathedral, the Sag- 
ratio, the National Palace and the 
Municipal Palace. 
Cathedral—Acknowledged as the 
finest in America; built upon the site 
which occupied the main “teocalli” 
(House of Gods)’ of the Aztecs. It is 
a noble and magnificent structure 374 


feet long and 198 feet wide, with 
towers 204 feet high, containing marble 
altars, silver railings, famous paintings, 
exquisite woodcarvings and priceless ex- 
amples of Churriguera decoration. It 
was built in 1563. 

Sagrario.—Contrasting with the pu- 
rity and severity of the Cathedral and 
adjoining it rises the Ultra-Barocco 
Sagrario which is one of the best speci- 
mens of this picturesque and _ richly 
adorned architectural style. It was 
built in 1749. 

National Palace.—The official home 
of the President and sheltering various 
other government offices. On the same 
site stood formerly the new palace of 
Moctezuma and when: this was de- 
stroyed, Cortés, the Conquistador, built 
a house here which was always occupied 
by the Viceroys until destroyed by fire 
in 1692, in which date was constructed 
the actual building, housing since then 
Viceroys and Presidents. ‘Above the 
central doorway hangs the Mexican 
Liberty Bell which Hidalgo, Father of 
Independence, rang on the night of the 
15th of September, 1810. The recep- 
tion rooms of the palace are open to 
the public upon application for permit 
to the “Intendente” in the same build- 
ing. The National Palace houses also 
the: 

National Museum. — One of the 
world’s greatest storehouses of aboriginal 
art. Among its most interesting treas- 
ures are: the Aztec Calendar Stone 
weighing 60,000 Ibs.; the Sacrificial 
Stone, the Cross of Palenque and a 
great collection of monuments of lost 
civilizations; armour suits of the Con- 
quistadores; ancient’ maps and records 
of the Conquest; gorgeous coach of Max- 
imilian: paintings, ceramics, antique fur- 
niture, jewelry, relics, native crafts, etc. 

Academia San Carlos—Near the Na- 
tional Museum is this picture gallery 
founded in 1875. Contains a complete 
collection of world famed masters. 
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Views of the cities of Taxco and Cholula. 
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House of Tiles and Hotel Iturbide.— 
Fine examples of colonial architecture, 
situated both in the same avenue (Ave. 
Madero). The first named built en- 
tirely of tiles is now a modern drug 
store and the old patio has been fitted 
as a restaurant; this house dates from 
the XVI century. The second build- 
ing owes its name to the fact that it 
was occupied by Emperor Iturbide from 
1821 to 1823. It is now being re- 
modeled for business purposes. 

Paseo de la Reforma.—One of the 
most beautiful drives possessed by any 
city in the world; three miles long and 
200 feet wide, shaded by a double row 
of trees. It is adorned with six circles 
“glorietas” with fine monuments: the 
equestrian statue of Charles IV, an ex- 
ceedingly fine piece of work cast in one 
single block which required 30 tons of 
molten metal; statues to Columbus and 
to Cuauhtemoc, the last Aztec Emperor, 
and the Independence Column, a mag: 
nificent monument, 150 feet high, cost- 
ing over $1,000,000; the view from the 
top is splendid. The Paseo de la Re- 
forma leads to: 

Chapultepec Park and Castle-——The 
Castle built on the top of a hill occupies 
a superb position; seat of the Aztec Em- 
perors and summer residence of Vice- 
roys and Presidents, in this building the 
tourist can visit the luxurious State 
Apartments of Maximiliano and Char- 
lotte and the terraced gardens, 200 feet 
above the city, which offer a wonderful 
vista of the Valley of Anahuac and 
charm the visitor by the way in which 
nature and man have combined to pro- 
duce the unusual, the interesting and 
the picturesque. Surrounding the Castle 
is the Park with its fine “ahuehuetes,” 
more than three centuries old, which 
have witnessed the reign of the Mocte- 
zumas, and some of which stand 200 
feet high and are 45 feet in circum- 


ference: a natural park of unforgettable 
grandeur. 


AROUND THE CITY 


Xochimilco.—Its name means “place 
of flowers”; it is better known as “The 


Floating Gardens.” An excursion in a 
motor boat or a typical flower bedecked 
canoe amid the picturesque and quaint 
waterways and the flowery “chinampas” 
is a unique experience. Xochimilco is 
about 15 kilometers from Mexico City 
and can be reached by electric tramway 
or by automobile. 


Guadalupe.—About three miles from 
the city; reached by electric tramway or 
automobjle in twenty minutes. This 
suburb has the most sacred shrine in 
Mexico, erected to Our Lady of Guada- 
lupe in the spot where she converted the 
Indian’s “ayate” into a beautiful tilma 
bearing her image which is still pre- 
served in a frame of pure gold and en- 
closed by a solid silver railing weighing 
fourteen tons. This church was built 
in 1695: on December 12 thousands of 
Indians make a pilgrimage thither to 
worship performing their religious 
dances and rites, centuries old. Nearby 
is the beautiful Chapel of The Well; 
beneath its dome of tiles is a spring of 
water associated with the tradition of 
the Virgin. There is an interesting Mu- 
seum of religious relics. Guadalupe is 
on the road to the Pyramids and can 
be visited on the same trip. 

San Angel.—A favorite residential 
suburb reached by electric tramway or 
by automobile in forty minutes. There 
is a very ancient monastery and church 
built in 1615, from the top of which the 
visitor will find a glorious view looking 
over miles of gardens and orchards to 
the snow capped volcanoes and to one 
side the stony waste of the Pedregal. 
Occupying what were the gardens of 
the monastery is a modern residential 
section through which it is possible to 
come to a gap in the old stone wall and 
visit on the edge of the Pedregal—an 
enormous lava field—the remains of a 
10,000 year old village recently discov- 
ered. The return to Mexico should be 
made via: 

Coyoacdn and Churubusco.—Coyoa- 
can is another residential section where 
the old country houses of Cortés, the 
Conquistador, and of some of his famous 


captains (Pedro de Alvarado, Ordaz) 
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The Post Office in Mexico City. 


are still to be seen; this suburb is older 
than the city of Mexico as Cortés estab- 
lished here the seat of government to 
direct the laying out of the present city 
of Mexico; the church was built in 1583. 
Churubusco has a very interesting old 
church, built in 1668, and made famous 
during the Mexican-American War; it 
houses now an historical Museum. 

Other interesting places are: Tlalpam 
with the Pyramid of Cuiculco; Texcoco, 
Atzcapotzalco, Tacuba, Contreras, the 
Desert of the Lions, etc. 


SHORT SIGHT-SEEING TRIPS 


Tepozotlan—About 40 kilometers 
from Mexico City; reached in two 
hours by automobile over a good 
road. It is an old convent built by the 
Jesuits in 1582 which has been kept in 
wonderful condition both inside and out- 
side; its altars are full of woodcarvings 
gilded with real gold. Tepozotlan is one 
of the most precious examples of that 
exquisite and bizarre religious style of 
architecture and decoration known as 
the Ultra-Barocco or Mexican Barocco. 
At thirty minutes from Mexico City on 
this road, is the town of Tlalnepantla 


where a road branches off for Tenayuca, 
fifteen minutes’ drive, where the tourist 
will find a very interesting pyramid re- 
cently excavated and richly adorned 
with sculptures. 

Teotihuacan.— About 45 kilometers 
from Mexico City; reached by sail 
or automobile over a very fine road 
in about an hour and half. It com 
prises an archeological zone under Fed: 
eral protection, with majestic pyramids 
to the Sun and the Moon, an imposing 
terraced temple called “La Ciudadela” 
and several other structures. The Pyra- 
mid to the Sun is 761 feet long, 722 
feet wide and 210 feet high; on its 
summit once stood a colossal statue made 
of a single block of. stone facing the 
East, bearing upon its breast a plate of 
burnished gold on which the first rays 
of the Sun rested each day. The “Ciuda- 
dela” covers an area of 160,000 square 
meters and is enclosed by terraces on 
which are a series of small mounds of 
temples; in the center there are two 
other mounds or temples, one of which 
is elaborately decorated with serpents 
heads, snake bodies, etc. In this zone 
there are also a museum, a restaurant, 4 
hotel and an open air theater. 
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The Palace of Fine Arts in Mexico City. This building was dedicated in 1934. 


As explained before, the road to Teo- 
tihuacan passes through Guadalupe; and 
a few minutes after passes through the 
village of San Cristébal Ecatepec where 
there is an historical museum. relating 
to Morelos, hero of Mexican independ- 
ence, who was executed in this place 
by the Spaniards. Before reaching Teo- 
tihuacan, the road branches off to Acol- 
man where the tourist will find the con- 
vent and church of San Agustin de 
Acolman, one of the most interesting 
buildings in the country, dating from 
1539, of exquisite architecture and deco- 
rated with mural frescoes which have 
been recently uncovered; it has been 
converted into a Museum of Colonial 
Arts. 

Cholula——“The Holy City of Ana- 
huac” which was a very flourishing city 
when Cortés arrived, it contains the 
convent of San Francisco where tra- 
dition says was celebrated the first mass 
in Mexico: among its many churches 
mention must be made of the Capilla 
Real with its twenty domes. The crown- 
ing feature of Cholula is its Pyramid, 
seat of a temple of the Aztecs and scene 
of their human sacrifices, where there is 
now a church built in the XVI century. 


From this place, on a clear day, the twin 
volcanoes Popocatépetl and Ixtaccihuatl 
may be seen to the north, and the snowy 
peak of the Orizaba, dim in the dis- 
tance, to the east. An enthusiastic trav- 
eler has said that this view alone, sub- 
lime in its grandeur and thrilling with 
the interest of its wonderful history, will 
repay a visit to Mexico. 

San Francisco Acatepec.—From Cho- 
lula branches off a fairly good road lead- 
ing to this place where there is a fine 
church; the only one in the world built 
entirely of tiles. 

Cuernavaca.—An__ exceedingly _pic- 
turesque town with a delightful air 
of antiquity; about 72 kilometers from 
Mexico City; reached by rail or by car 
over a splendid paved road in two hours. 
The road passes through the ridge of 
craters of the old extinct volcano Ajusco 
amid great and varied scenic beauty. It 
is said that Cuernavaca has no weather 
but a perpetual climatic smile. Cortés 
built a palace here in 1530 and the 
visitors can ascend to the roof and see 
the same magnificent panorama that de- 
lighted him; the Cathedral was built in 
1529 and mass was said there a hundred 
years before the landing of the Pilgrims. 
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On the road to Toluca. 


The famous Borda Gardens are at Cuer- 
navaca: a lucky Frenchman, José La 
Borde, came to Mexico in 1716 and 
made millions through mining and then 
spent one million pesos on these gardens 
which are beautiful beyond description; 
Cuernavaca was the summer capital 
during Maximilian’s time and there can 
be seen yet the rooms which he and his 
court occupied in the Borda Gardens. 

Near Cuernavaca is the Fall of San 
Anton of great natural beauty, the road 
to which passes through the village of 
that name where the famous Cuernavaca 
pottery is made. If the visitor is able 
to stay a few days he could visit the 
ruins of Xochicalco, and the prehistoric 
ruins of Tepoztlan and the canyon of 
that name. Also the famous Cacahua- 
milpa Caves. 

Cacahuamilpa Caves.—At 80 kilo- 
meters from Cuernavaca and connected 
by a fine road are the world-known 
Cacahuamilpa Caves, larger than the 
Mammoth Caves at Kentucky. It would 
be useless to try to give an idea of their 


size and magnificence: scores of cham- 
bers and corridors where the stalagmites, 
tens of thousands of years old, assume 
the most fantastic and graceful forms 
leaving the visitor speechless with the 
incomparable spectacle of their beauty 
and grandeur. The Woolworth build- 
ing could be placed inside of some of 
these chambers without touching the 
roof. 

Taxco—The road to Cuernavaca 
continues all the way down to the Pa- 
cific Ocean, to the port of Acapulco 
which is 454 kilometers from Mexico 
and is reached in about 15 hours. At 
150 kilometers from Mexico City and 
about 70 from Cuernavaca is the town 
of Taxco, which up to two years ago 
was entirely without communication 
with the rest of the country and has 
been made a National Monument in or- 
der to avoid new constructions and the 
spoiling of its beauty; the church, built 
by the same Borda who made the Borda 
Gardens, is one of the richest in the 
Republic. 

Amécameca.—About two hours and 
a half from Mexico City by railway 
or by automobile over a good road. This 
village lies on the plain just at the foot 
of the volcanoes, Popocatépetl and Ix 
taccihuatl, and there is no better plece 
for a close view of these mountains. 
Next to Guadalupe, Amecameca is the 
most venerated place in Mexico, and 
thousands of Indians come to worship at 
the shrine on the top of the Sacro-Monte 
(Sacred Mountain) built in 1527. The 
view from the summit of this hill is 
more than worth its ascent; until this 
place has been reached the visitor has 
never been able to realize the gigantic 
size of the world-known peaks. Ameca: 
meca is the starting point for excursions 
to the volcanoes. 

Pachuca.—At 95 kilometers from 
Mexico City and reached in about two 
hours by automobile over a first class 
paved highway (also by railway). Pa- 
chuca is the largest and most important 
silver mining center in the world; the 
same road takes the tourist to Actopan 
where there is a very interesting con: 
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The Monument to Benito Juarez in Mexico Cit. 


vent built in 1554. Near Pachuca are 
charming spots like El Chico and Real 
del Monte where visitors will find splen- 
did views. 

Queretaro.—Reached in about six 
hours by rail from Mexico City. The 
cradle of Mexican independence and 
rich in colonial buildings: the churches 
of Santa Rosa, Santa Clara and the Fed- 
eral Palace should be visited; it has an 
ancient aqueduct over one mile in 
length; there is a fine Museum of Co 
lonial Art. On the outskirts of the city 
stands a chapel marking the spot where 
Maximilian was executed on June 19, 
1867, as the final step in abolishing his 
short-lived empire. 

Nevado de Toluca—Mexico City, 
usually called the Federal District of 
Mexico, is located in the state of this 
name. However, the capital of the state 
is the city of Toluca (8498 feet above 
sea level), which is about 40 miles from 
Mexico City, and is linked to it by a 
very fine road. From Toluca this road 
branches off to the peak of the same 
name, a dead volcano whose crater has 
been formed into a lake. The road from 
Toluca goes as far asthe edge of this 


lake, so that ascent to the top may be 
made in less than one hour from Toluca. 

Other interesting places in the State 
of Mexico are: The Desierto, Zempoala, 
the Caves of the Star and Tepetlaoxtoc. 

Nuevo Laredo, Tamps.—On the 
Mexico side of the Rio Grande—alti- 
tude 459 feet. Founded in 1767 by the 
Spaniards. Very little for the tourist 
to see—should not be viewed as repre- 
sentative of the great Mexican Republic 
to the south. 

Monterrey, Nuevo Leon.—Mexico’s 
progressive northern metropolis—about 
1500 feet above sea level. On account 
of its proximity to the border (151 
miles) it is referred to, as “very Ameri- 
canized.” One of Mexico's greatest in- 
dustrial centers, Cuahutemoc breweries, 
steel foundries, rolling mills, one-million 
dollar glass plant, great furniture manu- 
facturing center, flour mills, shoe- 
cement - biscuit - chocolate - perfume-fac- 
tories, etc. Gets its gas cheap from 
Texas (pipe line 143 miles long), fuel oil 
from Tampico, and its coal from Sabinas. 
On the Laredo-Mexico City line. 

Things to see: Saddle Mountain, 
nearby—the Palacio de Gobierno, EI 
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Obispado, Topo Chico, the Garcia 
Caves, the Colon Market. 

Excellent hotels, paved streets, drink- 
ing water, climate similar to that of 
Texas. 

Saltillo—Capital of the State of 
Coahuila—5000 feet above sea level. 
Founded in 1575 by Capitan Francisco 
Urdifola. Cradle of many Mexican 
patriots. Celebrated for its fine Mexi- 
can sarapes (shawls), bull fights, fiestas 
(especially in October), one of Mexico's 
educational centers, seat of a university. 
Things to see: Palacio de Gobierno, the 
Cathedral, the University, Park Porfirio 
Diaz. On the Laredo-Mexico City line. 

San Luis Potosi—6290 feet. Capital 
of the state of the same name. One of 
the chief commercial cities of the Re- 
public, large mining center, the seat of 
a Bishop, many tile-edomed churches, a 
number of rich silver mines nearby. 

History: subdued by Capitan Martin 
Enriquez, one of Cortes’ trusted men 
(founder of Zacatecas, another rich 
silver mining center). 

Things to see:*the Cathedral, Teatro 
de la Paz, Church of San Francisco, the 
Alameda. A typical Mexican city, with 
a Spanish influence. On the Laredo- 
Mexico City line. 

Tampico, Tamps.—Chief commercial 
city of Northern Mexico, in the ex- 
traordinarily rich, semi-tropical State of 
Tamaulipas. Chief river port, cele- 
brated winter resort (Panuco River, 7 
miles from the Gulf of Mexico) in the 
midst of the greatest oil-producing cen- 
ter of the world, modern hotels, good 
schools, parks, the most American city 
in the world outside of the United 
States. Ward Line, Mexican Aviation 
Company, National Railways of Mexico, 
American newspaper “American Trib- 
une.” Noted for its hunting and fish- 
ing (tarpon, yellow-tail red snappers, 
tuna, mackerel, Margate fish, Black 
Groupers, barracuda, haddock, mojarra, 
etc.). 

Things to see: The environs of Tam- 
pico, Playa Miramar (surf bathing), La 
Barra, another seaside resort-—the coun- 
try club, Chijol Canal. 


Oil companies—Producers Oil Cor- 
poration, Freeport & Mexican Fuel Oil 
Co., Compafiia de Petréleo “La Co- 
rona,” the-Huasteca Petroleum Co, 
Mexican Fuel Oil Co., the Texas Com- 
pany of Mexico, Transcontinental Oil 
Co., Mexican Petroleum Co. 


Guanajuato.—Capital of the State of 
the same name—a curiously medieval 
town noted for its narrow-twisted 
streets, recalls Italian and Sicilian towns. 
The roofs of certain of the houses are 
on a level with the ground floor of those 
nearby. 

Very rich mining center, for many 
hundred years one of Spain’s gold 
“warehouses.” 

Things to see: The Alhdndiga de 
Granaditas, cradle of Mexico’s inde- 
pendence from Spain. On September 
28, 1810,: the Army of Independence 
took this fort and forever freed Mexico 
from Spain. La Valenciana Mine and 
Church. El Teatro Juarez. The State 
College. The Dams. 

On the El Paso-Mexico City line— 
can easily be taken as an overnight side 
trip from Mexico City. Very popular 
with North American tourists. 

Jalapa—Capital of the State of Vera- 
cruz. Rich tropical country—coffee, 
banana, mango, lemon, orchid country. 
Cigars manufactured. 

On the National Railways (Inter- 
oceanic Line). A beautiful city, with a 
noted European influence. 

Things to see: Coatepec, Xico, Ban 
derilla, Texolo Falls, Pyramid of Pa- 
pantla, Orizaba Volcano nearby. Can 
be made as a side trip out of Mexico 
City on the return trip from Veracruz. 

Orizaba.—Also in the State of Vera: 
cruz, on the line of the Mexican Rail- 
way, beautiful scenery. 

Veracruz.—One of the oldest, quaint: 
est and most cosmopolitan ports of the 
Mexican Gulf Coast. Seething in his 
toricity, site of the American invasion in 
1914. 

Tropical country, tropical fruits, to- 
bacco, coffee. 

San Juan de Ulua Castle (similar to 
the If Castle, of Count of Montecristo 
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At Teotihuacan, an hour and a half from Mexico City, there is an archeological zone 


under Federal protection. 


The upper half of this picture shows the Temple of 


Quetzacoatl, in that zone, and the lower half shows the famous Pyramid of the Moon. 


fame), Isla de Sacrificios, Parochial 
Church, El Malecon. 

Important business is conducted in 
Veracruz. Ward Line steamers and 
freighters from all parts of the world 
dock in the great port. Overnight from 
the capital. 

Puebla-—At a distance of about 80 
miles from Mexico City is the city of 


Puebla (7065 feet above sea level) 
which may be reached by automobile in 
three hours. The road is a veritable 
masterpiece of engineering. It crosses—- 
at an altitude of more than 10,000 feet 
above sea level—the range of mountains 
which form the wall of the Valley of 
Mexico. 

There is a line of buses which leave 
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ESCAPE Winter’s icy blasts in 
Central Mexico, where the only snows 
are on high mountain peaks. 

Sail sun-kissed Lake Patzcuaro. Ex- 
plore its pieture-book island villages. 
Thrill to the voluptuous semi-tropic 
beauty of Uruapan, near by. 

Explore Mexico’s colorful byways— 
Oaxaca, Mitla, Monte Alban, Jalapa, 
Veracruz, Alvarado, Guadalajara, 
Lake Chapala, Guanajuato. You can 
-.. On a modest burget! SEE YOUR 
TRAVEL AGENT FOR LOW ALL- 
EXPENSE QUOTATIONS. 


Free illustrated folder. 
NATIONAL RAILWAYS OF MEXICO 
Alamo Nat’l Bldg., Tex. 


San Antonio, 


A AMEXICO'S 2 


every hour from the Zocalo in Mexico 
City, making the trip to Puebla in about 
four hours. There are also rail connec- 
tions. This city is one of the oldest in 
Mexico. It is in fact most reminiscent 
of Colonial days. Most of its build- 
ings are of true Spanish architecture. 
Its arcades, its narrow streets and its 
lamp posts only lack the old costumes of 
the people to make one live in the old 
period. In addition to this, Puebla has 
its beautiful churches—the marvel of 
Mexico—which have always attracted 
the admiration of the world. First 
among these churches is the Cathedral, 
which rivals in richness and beauty the 
Cathedral of Mexico City. It contains 
priceless paintings, sculptures and tap- 
estries, not to mention the wealth of 
robes and religious relics kept in the 
hand-carved wardrobes. Another 
masterpiece is the Church of Santo Do- 
mingo, famous for being, with the 
church of the same name in Oaxaca, the 


only true and complete examples of: 
Churriguera style left by the Dominican 
monks in the colonies. There is also a 
museum called “La Casa del Alfeftique” 
because of its delicate and fine motives 
of ornamentation. 

Merida.—25 feet above sea level, 
Capital of the Yucatan Peninsula, was 
founded in 1542 by Don Francisco 
Montejo on a site over which an ancient 
Maya metropolis once stood. Things to 
see: “La Casa del Conquistador Mon- 
tejo” (House of Conqueror Montejo). 
The museum is open all day. Merida is 
the starting point to visit the vast 
archeological fields nearby, for within a 
radius of 100 miles dozens of ruined 
temples and buildings lie buried in the 
undergrowth. Merida can be reached 
by plane from Mexico City, or: by 
steamer from Veracruz. The climate is 
somewhat warm. 

Acapulco.—On the Pacific Coast— 
about 288 miles southwest of Mexico 
City. Now a very popular summer 
tourist resort on Mexico's all-year 
riviera, rich in history and legend. 


Oaxaca. (Called “Oaxaca de Juarez” 
because this is the birthplace of the 
patriot Benito Juarez).—Population 
43,000. Elevation 5068 feet. The rail 
trip from Tehuacan during the day is 
hot; however, it is interesting and many 
sugar plantations are passed enroute. 
The road drops down to as low as 1700 
feet elevation which accounts for the 
heat. The market day in Oaxaca is on 
Saturday and is one of the most inter’ 
esting markets in Mexico. There are at 
least a dozen Indian tribes living in the 
state and many of them are represented 
in the city on market day. The Zap: 
potecas and Mixtecos form the greatest 
number. 

Guadalajara.—5200 feet above sea 
level. Second largest city in the Re 
public. Noted for its cleanliness, bright: 
ness and delightful climate. Lake of 
Chapala, a very popular summer resort 
for the “well-to-do” people of both 
Mexico City and Guadalajara, is nearby. 
Guadalajara also boasts of its all-round 
colonial buildings (including the famous 
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In charge of 
Travel Operations 


Cholula - Puebla 


Cathedral) and the beautiful “tapatias.” 
It is the capital of the state of Jalisco. 

Patzcuaro.—7180 feet above sea level. 
Quaint little town on the shores of Lake 
Patzcuaro in the state of Michoacan 
Trade center of the Tarascan Indians 
who are noted for their fine wood carv- 
ings and feather works. Overnight rail 
service from Mexico City to Patzcuaro. 
Patzcuaro and nearby Uruapan can be 
considered as ideal places for complete 
relaxation. 


POPULATION OF CITIES 


Census of 1931 Census of 1900 
21,136 6,000 
132,577 62,300 
45,172 40,442 
72,572 61,200 
32,648 33,150 
15,540 41,486 
70,183 16,320 
1,029,068 
33,124 
16,200 
42,904 
67,454 
95,015 
8,160 
5,318 
3,554 


Laredo 
Monterrey 
Saltillo 
San Luis Potosi 
Queretaro 
Guanajuato 
Tampico 
Mexico D. F. 
Jalapa 
Cordoba 
Orizaba 
Veracruz 
erida 
Cuernavaca 
Cuautla 
Taxco 


20,388 
8,136 
32,900 
29,164 
43,630 
9,484 
10,700 
3,874 


Cordoba - Xochimilco - Cacahuamilpa - Cuernavaca - Taxco - Acapulco 


TRAVEL DEPARTMENT 


WELLS FARGO & CO. 


Daily Sight-seeing Excursions In 
and About Mexico City 


Unusual Two Day Motor Tour to Taxco, where clients stay at the 
Rancho Telva, the Wells Fargo owned and operated Hotel. 


ALL INCLUSIVE TRIPS of Six, Ten and Fifteen Days’ duration. 
The rates include transfers, Rooms with Baths, Sight-seeing Trips, 
Table d’hote meals, and all expenses except personal tips. 


Write for Rates and Detailed Itineraries 


Patzcuaro - Janitzio - Tzintzuntzan - Uruapan - Morelia - Toluca 


THE 


of 


Offers 


Wells Fargo & Co. Express 
Ave. Madero 14, 
Mexico, D.F. 


San Juan Teotihuacan - Guadalupe - Pachuca - El Chico - Orizaba 


Acapulco 
Toluca 
Pachuca 
Puebla 
Oaxaca 
Morelia 
Patzcuaro 
Guadalajara 
Uruapan 


6,457 
42,134 
41,211 

114,733 
31,336 
39,916 

8,150 

175,539 
16,713 
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INTERNATIONAL MMERCIAL 
INSTITUTE MEETS NEED 


THE International Commerce Institute 
recently established in Mexico City by 
the Hon. Mario Somohano Flores and 
Associates for the purpose of fostering 
commercial relations and the investment 
of capital meets a decided demand. 
Judge Flores lived in the United States 
for a number of years and was also a 
Mexican Federal judge for twelve years. 
Thus he knows both countries and their 
particular requirements and peculiar 
psychology. He is the head of the In- 
ternational Law Offices of Mexico City 
with branches in the United States, or- 
ganized to give a general legal and in- 
vestment service in both countries. 
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Mexico as a Tourist Resort 
By PaBLo C. pE GANTE 


EXICO, already so interesting 
M from many viewpoints, such as 

the industrial, the commercial, 
the agricultural, the social and the eth- 
nological, is also a wonderful country 
for the most diverse tourist activities, as 
an open field for hikers, sporting men 
and vacationists. 

Its general geographical configuration, 
extending between two great oceans, 
with its immense diversity of altitudes, 
climates, vegetation, hydrographic and 
meteorological conditions, give an almost 
inconceivable variety of aspects to the 
different regions of its vast territory. 

Along the 1400 mile coast by the 
Gulf, the tourist will find immense ex- 
tensions of sandy beaches and wide- 
spread lagoons, where fishermen are 
offered splendid opportunities for exer- 
cising their favorite sport. The Pacific 
Coast, including the Gulf of California, 
has an extension of 4574 miles, offer- 
ing scenic features absolutely different 
rom the plains of the Gulf Coast. Here 
one sees all the majestic virgin beauty 
of craggy sea-beaten cliffs, whose capri- 
ciously winding and twisting coast-line 
forms a great many fine natural harbors 
such as Guaymas, Mazatlan, Manzanillo 
and Acapulco. One of the most sen- 
sational attractions here is the exciting 
pursuit of big sea-fish. 


MEXICO’S DELIGHTFUL CLIMATE 


Mexico inland, on the other hand, is 
a fairy garden of unexperienced enjoy- 
ment, inexhaustible natural riches, fan- 


tastic scenic perspectives, mysterious 
exotism and uncountable surprises. 
There is no place on earth that can 
equal Mexico's delightful climate. Win- 
ter and summer alike are made up of 
sunny days; a winter of cloudless skies, 
a summer of cooling showers. It is an 
erroneous idea to think that it is not 
safe nor pleasant to travel in Mexico 


during summertime. The only differ- 
ence between summer and winter is that 
it rains in summer and does not in win- 
ter. The rainy season starts in May 
or June and lasts until October and 
sometimes up to November. The alti- 
tude, the showers, the cooling breezes 
from the snow mountains make a per-. 
fect summer climate and a healthy“ one. 
Showers only come up in the afternoons 
of summer, so that one finds as a rule 
that mornings are always bright and de- 
lightful all year through. The mean 
temperature of the lowlands is about 
80°, of the interior table lands, as in 
the capital and principal cities, '70°, and 
the higher elevations, 60°. A more per- 
fectly delightful climate is almost im- 
possible to imagine and exists in only 
a few other countries. 

One of the special geographical features 
of Mexico is its very extensive table- 
land, which occupies the greater part of 
the interior and has a mean altitude of 


Aztec Calendar Stone, in the National 
Museum in Mexico City. 





The “charros” and “china poblanas” described in the text. The center 
picture is of the “floating gardens” in the Lake of Xochimilco. 
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5000 to 7000 feet above sea-level. This 
circumstance, joined to the warm lati- 
tude of the country’s geographical posi- 
tion, is the principal reason for its ex- 
cellent climatic conditions. 


‘a COMFORTABLE AND FASCINATING 
JOURNEY” 


The late American Ambassador in 
Mexico, Dwight Morrow, once said: “I 
don’t think people in the United States 
realize how easy it is to get to Mexico, 
nor how comfortable a journey it is. 
There is no place on earth with a more 
beautiful climate, nor with more inter- 
esting things to see. It is like making a 
visit to Spain, Italy, Egypt and India 
all at one time. It has fascinating archi- 
tecture and the archaeological discov- 
eries which are being made in Mexico 
are of intense interest. I think the time 
is coming when many more Americans 
will be going to Mexico.” Since the time 
when Mr. Morrow made this statement, 
conditions for visiting Mexico have be- 
come still more favorable, since many 
features have been added to those then 
existing, such as better hotels, better 
transportation and intensive highway 
construction. 

One of the outstanding charms, which 
the foreign visitor finds in this country, 
lies in the atmosphere, saturated with a 
thousand years of strange old civiliza- 
tions that fill the air with a mysterious 
presence. 


THE CHARM OF MEXICO 


You feel it in the melancholic dark 
eyes of the natives, who seem still to be 
dreaming of their terrific mythology. 
You will see it in the pyramids and 
ruins of palaces, where strange  cabalis- 
tic signs and figures are a serious chal- 
lenge for our sagacity. It floats about 
the old ‘manorial residences built after 
the Conquest, with the stones of the 
torn-down temples and Aztec palaces. 
You feel it also lingering about the beau- 
tifully carved churches, with their gilded 
Churriguera altars, over which seems to 
pass, like the monstrous ghost of a giant 
bat, the spirit of the Spanish Inquisi- 


IF 


You despise cut-and-dried schedules; 
You hate the beaten path; 
Better get in touch with ‘“‘The Aguirres” 


FOR 


A glimpse behind the scenes, 
A ftiendly steer, on your trip to Mexico. 


AGUIRRES GUEST TOURS 


Enrique C. Aguirre, Director 
Cinco de Mayo No. 16-C 
Mexico, D. F. 


tion. All this and many more halluci- 
nations will haunt your bewildered mind 
when visiting the thousand wonders of 
old Aztec land. 

For the North American, who crosses 
the Rio Grande to the south, Mexico 
means the discovery of another world, 
where, at every place, scores of un- 
answered questions and undecipherable 
problems rise before him. 


ARCHAEOLOGICAL RUINS 


Mystifying archaeological ruins cover 
the Mexican territory from Sonora to 
Yucatan. Ancient Egypt has nothing 
more amazing and intriguing to offer 
than the numerous pyramids and 
temples that are scattered all over 
Mexico's central and southern part, in- 
cluding the sandy plains of the Penin- 
sula of Yucatan. Few people know that 
it is possible to find, at five miles out 
of the Mexican capital, a monument 
perfectly well preserved to which 
archaeologists ascribe no less than seven 
thousand years of age. The circular 
pyramid of Cuicuilco, whose base is still 
imprisoned in a prehistorical lava flow, 
is probably a single example of a great 
many remains of the archaic culture to 
be discovered throughout the Mexican 
Republic. 

Zacatecas, Guanajuato, Michoacan, 
San Luis Potosi have still to unveil the 
mystery of civilizations thousands of 
years old. The Totonac pyramid of El 
Tajin in the State of Veracruz, a fine 
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The beautiful convent of Tepotzotlan. 


example of improved archaic architec- 
ture, is a permanent challenge for 
archaeologists to delve into the still un- 
touched secrets of that region. 


The beautiful ruins of the Maya, 
throughout the Yucatan Peninsula, are 
gaining every day in interest and im- 
portance, and their magnificent archi- 
tecture can only be compared to that of 
the palaces of India and Burma. New 
cities are being unearthed constantly 
from the ancient dust which covers 
them, adding to the munificence of such 
marvels as Chitzen-Itza, Uxmal, Maya- 
pan, Ake, Labna, Acanceh, Akil, Bekal, 
Chack, Izamal, Kabah, Kevic, Calakmul, 
Palenque, etc., which give only a slight 
idea as to the still hidden treasures in 
the dark forests of this vast territory. 

The fine carvings of the Mixtec ruins 
of Mitla have always been one of the 
main attractions of the State of Oaxaca. 
Only recently have the Zapotecs fully 
revealed their art and culture through 
the very rich objects, newly discovered 
in the tombs of Monte Alban. 


AN INEXHAUSTIBLE FIELD FOR RESEARCH 


On the Central Plateau, the ruins of 
Tula, Xochicalco and the imposing 
monuments of the City of the Gods, 
Teotihuacan, testify to the high culture 
of the Olmecs and the Toltecs. The Az- 
tecs and their sister nations have left 
to posterity numerous constructions. at 
the sites of Tenayuca, Santa Cecilia, 
Texcotzingo, Huexotla, Coatlinchan, 
Teopanzolco, Tepoztlan, Cholula, Tizat- 
lan, Cempoala and Calixtlahuaca. 

The temple of Tepozteco, so well de- 
scribed in the work of Mr. Redfield, is 
constructed, like an eagle’s nest, on the 
summit of a bare steep crag in the Sierra 
of Tepoztlan. The deity to whom it 
was dedicated is the God of the Pulque, 
so to say the Mexican Bacchus, Tepozte- 
catl, about whom the old natives of the 
place still relate strange fantastic l-ends. 

Hundreds of ruins are still to be dis 
covered, Mexico being an inexhaustible 
field for investigation and research, and 
a thrilling adventure to any traveler, 
who gazes on its manifold marvels. 


The Churriguera decoration of the old 
Jesuit church at Tepotzotlan, near 
Mexico City. 
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THE COUNTRY’S UNIQUE ARCHITECTURE 


In 1521, after one of the most aston- 
ishing exploits that dazzled the minds 
of the XVI century, when Cortés with 
a handful of daring adventurers pos- 
sessed himself of the most powerful em- 
pire of the American Continent, an im- 
mense territory was annexed to the 
Spanish Crown and during three hun- 
dred years played an important part in 
history under the name of New Spain. 
All that is left of Spanish colonial life 
in Mexico has been crystallized in the 
beautiful old architectural gems that 
cover every spot of Mexican territory. 
No country in the New World can show 
such an exuberance and profusion of 
architectural wonders as does Mexico, 
so many beautiful examples of different 
styles derived from the Spanish and 
Italian Renaissance. 


“So extensive was the architectural 
activity in Mexico,” says Sylvester Bax- 
ter, “throughout the historic periods of 
the Spanish-colonial occupation—12,000 
churches and convents are still to be 
found in the Republic—so prolific in 
results, so general and, for this conti- 
nent, so unexcelled in its lavish employ: 
ment of the decorative arts, that it might 
be easy for a student of its phases to 
subject himself to the charge of over- 
enthusiasm and of an over-estimate of 
its qualities.” 

Religious proselytism and the work of 
Christian civilization are preserved in the 
fortress-like Franciscan and Augustine 
temples, which raise their somber em- 
battled walls and buttresses amidst pres- 
ent peaceful maize fields, and four hun- 
dred years ago were shelters for hostile 
natives. Nothing is more impressive 
than the gloomy rough structures of 
Actopan, Acolman, Cuernavaca, Yeca- 
pixtla, Huejotzingo and Tepeaca, some 
of these decorated with beautiful old 
mural paintings. 


FAMOUS CATHEDRAL CITIES 


The incalculable richness drawn out 
of Mexico's soil by the conquering race 


The magnificent church of Tasco, Guerrero. 


has been devoted greatly to the erection 
of such lofty cathedrals as Puebla, 
Mexico City, Morelia, Zacatecas and 
Oaxaca. In the most famous mining 
centers we can admire such luxurious 
stone marvels as Santa Prisca church of 
Tasco and Valenciana at Guanajuato, 
not to speak of those gems of Chur- 
riguera decoration such as are the Jesuit 
convent of Tepotzotlan, the Rosario 
Chapel at Puebla, the porcelain-lined 
church of Acatepec and the filigree carv- 
ings of Ocotlan, which rival for suprem- 
acy the dazzling beauty of the gilded 
altar-pieces, the old canvases by Mexi- 
can and Spanish masters, the domes 
covered with colored glazed tiles and the 
richly carved choir seats of hundreds 
of other churches, all over Mexico. 

But where we find the spirit of the 
Colony still living in an atmosphere of 
fierce chivalry is in those old manorial 
residences, with enormous courts and 
endless arcades, elegant fountains, monu- 
mental stairways and huge porches. Go 
to Querétaro, Puebla and Oaxaca and 
look into those moldy old mansions, 
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The room of prehistoric monoliths in the National Museum in Mexico City. 


sometimes overcrowded with exuberant 
green and flowers, and you will think 
yourself back in the seventeenth century 
and fancy you are in some scene of 
viceroys, of severe friars of the Inqui- 
sition or of noble ladies and brave 
knights. 

But old architecture, albeit one of the 
most bewitching characteristics of New 
Spain, is only a small part of the lure 
that will draw you back again and 
again to Mexico. Other countries, 
widely renowned for their treasures of 
art and history, especially in Europe, 
offer inexhaustible opportunities to tour- 
ists and students. Yet Mexico possesses 
an indefinable quality of which few 
other “tourist” countries can boast: it is 
the enchanting background of genuine 
native life found everywhere, that 
haunts you like quaint sweet music, 
wherever you go, in the cities as well 
as in the countryside, in modern caba- 
rets as in village fairs; it is this sweet 
charm, that colors all aspects of life in 
Mexico. 


You find it in the quaint hand woven 
dress of the Indians; in the haunting 
melancholic music of guitars and violins, 
that happens to wake you in the early 
hours of daytime, when a “gallo” is 
sung under the iron-barred window of 
some creole belle; you feel this enchant- 
ment when watching the gallant de 
meanor of the brilliantly dressed 
“charros” and the dashing sparkling 
beauty of the “china poblana™; you be- 
come possessed by it when you happen 
to be involved in the whirling enthw 
siasm of a stormy bull-ring, shouting at 
every mad exploit of the brave 
“toreros”; and you are under the same 
kind of charm when enjoying the ro 
mance of a gondola-ride on the lake of 
Xochimilco. 

You will see how the natives weave 
their blankets, the bright sarapes of 
Oaxaca, Saltillo and Tlaxcala; how they 
make their famous pottery at Tlaque’ 
paque (Jalisco), Oaxaca, in fact a dif- 
ferent kind and model. in each State of 
the Republic; how they lacquer their 
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“The Arriero” (Burro Driver) in a scene at Ajijic, Lake Chapala, in Jalisco, near 
Guadalajara. 


beautiful wooden dishes and gourds at 
Uruapan (Michoacan) with polychromic 
flowers and fruits; how they chase their 
spurs with silver lining at Amozoc 
(Puebla); how they hammer silver and 
gold at Tasco (Guerrero); how they 
decorate their leather articles and pro- 
duce those magnificent saddles entirely 
covered with silver and gold brocades, 
which are the pride of the States of 
Puebla, Oaxaca and Guerrero; you will 
see them weaving mats and straw hats 
in the State of Guanajuato and twisting 
their inexhaustible diversity of baskets in 
Queretaro and Oaxaca; you will be puz- 
zled when you see them moulding their 
smart little wax figures and fruits at 
Morelia (Michoacan), working their 
delicate thread laces at Aguascalientes 
and Zacatecas, and sculpturing their 
Precious little objects of onyx marble, 
horn, tortoise-shell and bone at Puebla; 
you will be amazed when you see the 
real marvels they cut out of cedar, 
lemon, ebony and other precious woods, 


almost in all the States of the Republic, 
but principally in Tlaxcala, Oaxaca, 
Puebla and Michoacan. 

You will never forget a Mexican na- 
tive market, so full of color, poetry, 
liveliness and raucous venders. You 
will be fascinated by the innumerable 
articles, vegetables and fruits in every 
plaza and street, bathed in a mild ever- 
lasting sunshine. Even the strange food 
—some of which is prepared exactly as 
the Aztecs used to prepare it more than 
four hundred years ago—and the exotic 
drinks, so new and startling, will leave 
your palate delighted by their variety 
of strange flavors. 

ee. 

Native dresses are surely one of 
the features which mostly strike tour- 
ists, who for the first time visit this 
country. 

The “charro” and “china poblana” 
are the incarnation of the Mexican 
soul, the emblem of its ideals and the 
prototype of beauty, gallantry, bravery 


25 RE ce EL I ORI ak LEAT EE IER TO AAS BR AE a 


sspenoreneit: 


i 
; 
| 
H 
: 
a 
| 
i 
j 
: 
' 
: 
3 
i 
j 
: 





THE BANKERS MAGAZINE 


When You Visit Mexico 


Make your reservations at 


PUEBLA 
HOTEL ARRONTE 


Centrally located Colonial Man- 
sion. First Class. 


Write A. R. Serrano, 


TEHUACAN 
EL RIEGO 


Charming old hacienda at this 
famous: watering place. Home, 
comfortable, reasonable. 


Write Enrique Mont S., Manager 


MAZATLAN 
HOTEL BELMAR 


Modern—facing ocean on famous 
Olas Altas Boulevard. 


Write Angel de Velasco, Manager 


Manager 


and love, as they exist in the Mexican 
people, a product of Iberian and abo- 
riginal races. Don’t think, however, that 
all Mexicans wear the “charro” dress. 
There is something sacred and symbolic 
in its significance. It may, therefore, 
be considered as the genuine National 
Dress, although many other regional 
dresses rival it in color and originality, 
personifying the peculiar tradition of 
each province. 

The meaning of the “charro” dress is 
really that of a festive banner, express- 
ing in a genuine way Mexico's racial 
grandeur through history, art, literature 
and music. In the same way as the 
mantilla and the big comb, which crown 
the dark curls and sparkling eyes of a 
Castillian beauty, incarnate traditional 
Spain, so the striking pairs of “charros” 
and “china poblanas” appear on every 
occasion, where the Mexican soul is vi- 
brating in some noble ceremony or in 
some traditional national feast. 

Native music is another powerful 


ee 


attraction for tourists in Mexico. The 
old ranchero songs, mostly originated by 
the typical dances, of which each re 
gion has a great variety, express the 
melancholic disposition of the Latin- 
American soul. Most of these melodies 
evoke in their sentimental poetry and 
languid tunes the sad mysticism of a 
cloudless twilight. Others, like the 
thrilling “Huapango” of the gay “Jarabe 
Tapatio,” exult wildly in the joy of liv 
ing in a paradise of sunshine, luscious 
fruits and ever green nature. Some of 
these*songs, like “La Adelita,” recall to 
mind the revolution and the terror days 
of Villa. All of them, accompanied by 
guitars and violins, are like a sweet 
caress for the tourist’s ears, a caress, the 
sensation of which will follow him long ° 
after he has left Mexican soil and al 
ways remind him of this fascinating 


sunny land. 
x ee 


One of the loveliest places, where a 
tourist can pass some hours of unforget- 
table delights, near Mexico City, is the 


Lake of Xochimilco. Rather than a 
lake, it is a network of hundreds of 
quiet canals twisting around the famous 
“chinampas.” These “chinampas,” 
commonly known as “floating gardens,” 
are now perfectly rooted to the bottom 
of the lake and support thousands of 
tall poplars, which lend shade and 
freshness to the flower and vegetable 
plantations on these islands. Nothing 
is more beautiful than a boat ride on a 
bright morning, along these picturesque 
canals. At certain moments a marvel- 
ous sight of the volcano Ixtaccihuatl is 
spread before us. Its white crest, in 
which popular imagination sees the 
form of a sleeping woman under a 
shroud, iis gently caressed by lingering 
clouds. Every moment the scenic dis 
play changes its enchanting aspects. 
Every new sight is another pictorial 
tableau that solicits our wonder: now 
an immense bed of scarlet carnations; 
now a narrow brook between two chinam 
as, bordered by long rows of tall pop’ 
std now a raft of white nenuphafs 
floating on the water-mirror, or again 
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Hermosillo, one of the picturesque towns on the Southern Pacific’s West Coast Route. 


a little chapel, flanked by half-ruined 
towers, that one glimpses through the 


luxurious foliage of the boughs, on the 


banks of the canal. 
x * * 


The glorious scenic beauty, which one 
can so easily enjoy everywhere through- 
out Mexican territory, has resulted in 
the successful founding of many hikers’ 
clubs in Mexico City and the principal 
towns of the country. The call for 
mountain climbers goes out continually 
on the hiking schedules from Mexico 
City, Puebla, Atlixco, Orizaba and No- 
gales. The originator of hiking in 
Mexico, Otis McAllister, has made vol- 
cano climbing so popular among the 
Mexican youth, that now every Sunday 
enthusiastic groups are making the 
ascension of the snow capped peaks of 
Popocatepetl, Ixtaccihuatl and Peak of 
Orizaba. “It is the tremendous indi- 
viduality of Popocatepetl itself,” says 
Mr. McAllister and its proximity to 
Mexico City, that makes it so popular. 
Perhaps because Cortés in his bloody 
but triumphal march to Mexico-Tenoch- 
titlan went over the pass between the 
two peaks of Ixtaccihuatl and Popo and 
from the crater of the latter obtained 


some sulphur later used in the manu- 

facture of gunpowder, this volcano def- 

initely entered the field of romance.” 
x * & 

Mexico as a tourist resort is now open 
for your car. At present you can drive 
it along more than 1500 miles of fine 
paved roads and 2500 miles of good 
gravel roads all through the country. 
Many of them are daringly cut in the 
rocky mountain sides, offering you real 
thrills and many of the most beautiful 
views in your lifetime. 

Luxuriant forests, shadowy wooded 
hills, stately, proud mountains, lovely 
valleys, slumbering volcanoes, singing 
lakes, pounding waterfalls, rushing tor- 
rents, silent deserts and fertile fields, 
narrow rocky canyons and majestic 
caves, sandy beaches and cliff-studded 
coasts, brawling rivers and_ boiling 
springs, everything bathed in everlast- 
ing sunshine, make of Mexico a true 
paradise, where hiking, hunting, fishing 
and horseback riding are sources of in- 
exhaustible enjoyment and pleasure for 
tourists and wacationists, who, at the 
end of their daily journey, are sure to 
find well-equipped and comfortable 
hotels. 
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YOU'LL MISS ALL THIS 


unless you take the 
WEST COAST ROUTE to MEXICO CITY 


Gua as. A blue-green bay surrounded by red mountains. 
Finest fishing in the world —all year ’round. New Southern Pacific 
resort Hotel Playa de Cortés opens January 20. Rates, $6 to $10 a 
day, including meals. 
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Mazatlan. Fringed with cocoanut palms like a South Sea 
Island paradise. Wide beaches where the surf is warm and smooth 
as silk. Mariachi serenaders. 


Barrancas. The wildest, most fantastic mountains you ever 
y 

saw — gaunt ribs of rock rising from the coast to the high Mexican 

plateau. Your train winds through them all day, up 5,000 feet to... 


Guadalajar @. Second largest city in Mexico. A city of crafts- 
men, weavers, pottery makers, wood carvers, glass blowers. You can 
pick up beautiful things for almost nothing, or have them made 
to order. 


Write O. P. Bartlett, Dept. BM-1, 310 So. Michigan 
Blvd., Chicago, for interesting literature and full details about a trip 
to Mexico City on our West Coast Route. Roundtrip fares (one 
way via the West Coast and one way via El Paso) are surprisingly 
low. Air-conditioned Pullmans on both routes. 
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The West Coast 


ANY visitors to Mexico confine 
Meni tours to the central and 
southern parts of the country, 
thereby missing what is undoubtedly one 
of the most picturesque and interesting 
sections of the Republic. Of late, how- 
ever, increasing attention is being paid 
to the numerous attractive features of 
the west coast, which is conveniently 
reached from the United States by both 
rail and steamship transportation. Tak- 
ing the former means of travel, one 
passes from the border city of Nogales 
through enchanting old cities like Her- 
mosillo, Guaymas, Mazatlan, Tepic and 
Guadalajara, at the latter place making 
direct connection for Mexico City. 
Guaymas, located on the blue waters 
of the Gulf of California, is said to be 
one of the finest fishing places in the 
world. In the winter the waters abound 
in Sea and rock bass, trout and red 
snapper; in the summer in swordfish, 
sailfish, Spanish mackerel and bonita. To 
increase the growing demand for com- 
fortable accommodations, additional high 
class hotel facilities are being built and 
will be opened January 20, 1936. 
Mazatlan has been justly called a 


“Magic City” bathed by the waters of 
the Gulf of California, and fronting on 
one of the world’s beautiful harbors. 
It is a diminutive Riviera with quaint 
and beautiful hotels and old houses, 
fronting on a long street, pounded by 
the waters of the Gulf. In the town 
are two beautiful old churches. 

Below Mazatlan one reaches Tepic, 
which from its surpassing beauty has 
been called “a dream city.” It is situ- 
ated on an elevated plateau, 2600 feet 
above sea level, and is a favorite resort 
in summer when the rainy season is pre- 
vailing elsewhere. 

By common consent of all who have 
seen it, Guadalajara is acknowledged to 
be one of the finest of Mexican cities, 
noted for its fine climate and for the 
fact that in population it ranks next to 
the capital. Its flowers, architecture and 
typical manufactures are of interest. 

One may safely say that the tourist 
visiting Mexico should not fail to see 
the west coast, and if time permits may 
profitably extend his trip to Acapulco, 
still farther south than the places men- 
tioned above, and a favorite bathing 
resort even in winter. 


Mazatlan is a favorite resort in summer when the rainy season is prevailing elsewhere 
It is on ‘the West Coast Route of the Southern Pacific. 





Che 


Cleveland 


Crust Company 


Located at Euclid Avenue and East Ninth Street and in 
Community Centers throughout Greater Cleveland and nearby 


CONDENSED STATEMENT OF CONDITION DECEMBER 31, 1935 


ASSETS 

Cash on Hand and in Banks : 

United States Government obligations, direct and fully 
guaranteed 

State, Municipal and Other Bonds ‘and Investments, 
including Stock in Federal Reserve Bank, less 
Reserves ; eee 

Loans, Discounts and ‘Advances, less Reserves 

Banking Premises oo wep eek ig 

Other Real Estate 

Interest and Earnings Accrued and Other Resources 

Customers’ Liability on Acceptances and Letters of 
Credit Executed by this Bank . e's 


EES aera 


LIABILITIES 
Capital Notes : $ 15,000,000.00 
(Subordinated to Deposits and Other Liabilities) 


Capital Stock . 13,800,000.00 
Surplus and Undivided Profits 3,054,985.50 


Reserve for Contingencies ; 
Reserve for Taxes, Interest, etc. . 


DEPOSITS 
Demand 
Time. EE PM fe ae 
Cash Balances of Estates and 
Corporate Trust De sspircaraey 
(Preferred) 


. $124,328,380.30 
154,231,890.40 


24,616,149.79 
Other Liabilities 


Acceptances and Letters of Credit Executed for 
Customers . ‘ 


Member 


Federal Reserve System 


$ 93,459,921.43 
53,433,165.30 
12,906,294.95 
155,898,321.80 
5,843,628.45 
11,623,082.20 
4,380,511.49 
188,081.86 


$337,733,007.48 


$ 31,854,985.50 
350,000.00 
1,313,768.03 


$303,176,420.49 
849,751.60 


188,081.86 
$337,733,007.48 


Member Cleveland 


Clearing House Association 
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ment bonds will be affected by 

several conflicting influences dur- 
ing the coming year. (Hence, bankers 
and other large investors in these issues 
will have to be more careful than ever 
to separate fundamental from tempo- 
rary and secondary factors, if they 
wish to retain a clear view of the long- 
term outlook for Treasury obligations. 

Quotations for United States gov- 
ernment bonds, as for anything else 
not subject to monopolistic control, are 
determined by the action of supply and 
demand forces. 

On the demand side, the basic in- 
fluence now at work is the vast excess 
of member bank reserves over legal re- 
quirements. Early in December, such 
excess reserves had expanded to un- 
precedented, in fact to well-nigh fan- 
tastic, proportions, well above the three 
billion dollar mark. The European out- 
look makes it likeiy that further sub- 
stantial imports of the yellow metal will 
occur during 1936, raising the total of 
these reserves further. In addition, an- 
other $2,000,000,000 of potential bank 
reserves is held in the form of gold by 
the Exchange Stabilization Fund. 


Tr market for Federal govern- 


SURPLUS BALANCES WILL AGAIN SOAR 


It is true that a cut in the total of 
bank reserves was effected towards the 
end of the year by the holiday expan- 
sion of currency circulation, and by 
the payment of cash by many banks 
for the new Treasury bonds they pur- 
chased on December 15, instead of 
through establishing “war loan deposit” 
credits for the government. However, 
in view of the large excess of Federal 


expenditures over receipts, there is every 
reason to believe that by the end of 
January or early in February surplus 
balances will again be well above the 
$3,000,000,000 mark. 

Now, as every banker knows when 
one institution invests some of its excess 


Quotations for United States 
government bonds, as for anything 
else not subject to monopolistic 
control, are determined by the ac- 
tion of supply and demand forces. 
; On the demand side, the 
basic influence now at work is 
the vast excess of member bank 
reserves over legal requirements. 

On the supply side of the 
picture, it is true, there are several 
influences at ‘work that have a re- 
straining effect on prices of gov- 
ernment obligations. 


reserves in government obligations, these 
surplus balances are shifted to other 
banks. In point of fact, it would re- 
quire an expansion in loans and invest- 
ments of member banks of roughly ten 
times the existing amount of excess re- 
serves, if the latter were to be absorbed 
completely without restrictive measures 
by the Federal Reserve authorities. 
Very few people expect any such ex- 
pansion in bank assets and deposits to 
take place, but the pressure of these 
idle reserves constantly encourages in- 
dividual banks to expand their commit- 
ments. Under conditions that have pre- 
vailed, these additional commitments, 
more likely than not, consist of pur- 
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BANK AUDITS 
EXAMINATIONS 


Audits of Borrowers’ Accounts 
for Credit File Purposes 


E. S. WOOLLEY 


CERTIFIED 
PUBLIC ACCOUNTANT 
Member, American Institute of Accountants 


70 Wall Street, New York 


chases of government bonds. During 
1935, all commercial banks added about 
a billion dollars of government obliga- 
tions to their portfolios. 

There is thus suspended over the 
government bond market a keen de- 
mand from commercial banks that have 
been loaded down with excess reserves 
through the operation of Federal Re- 
serve and monetary policy during the 
past few years. 


LIFE COMPANIES SURPLUSES 


But the commercial banks constitute 
only part of a vast institutional demand 
for government bonds that constitutes 
the bulwark of this market at the pres- 
ent time. Life insurance companies 
reported an increase of $765,000,000 
in holdings of United States govern- 
ment bonds, including guaranteed ob- 
ligations, during the year 1935, at the 
convention of the Association of Life 
Insurance Presidents early in December. 
Despite these heavy purchases of Treas- 
ury paper, the life insurance companies 
ended 1935 with some $750,000,000 in 
cash on hand, as against $550,000,000 
the year before and an average of about 
$100,000,000 before the depression. It 
is thus evident that the “life com- 
panies,” like the banks themselves, have 
piled up large reserve buying power, 
much of which would doubtless go into 
government bonds were the budget 
brought nearer balance and greater con- 
fidence established in a future limitation 


in the supply of suc’: obligations that 
will be available for investment. 

Other financial institutions similarly 
show a distinct partiality for United 
States government bonds in investing 
additional funds. One fundamental 
reason for this is the larger supply of 
such issues available. A second im- 
portant influence is the desire for 
greater liquidity than was possessed 
before the depression, owing to the 
unpleasant experiences of 1931-33, and 
a concomitant wish to prefer securities 
that resist declining price trends under 
depression conditions. Thus, mutual 
savings banks, which before the depres- 
sion invested only a very small propor- 
tion of their assets in United States 
bonds, have latterly been buying gov- 
ernments freely, and are likely to place 
15 to 20 per cent. of their funds in such 
securities as a regular thing in the 
future. 

It is interesting to note the distribu- 
tion of the government debt among 
various classes of investors at the pres 
ent time. A recent survey, the results 
of which are presented herewith, 
brought out the highly institutional 
character of the government bond mar- 
ket. These figures apply only to the 
direct debt, and leave out the guar: 
anteed obligations that have been issued 
by the Home Owners’ Loan Corpora: 
tion and the Federal Farm Mortgage 
Corporation. 


DISTRIBUTION OF HOLDINGS OF GOVERNMENT 

BONDS, IN BILLIONS OF DOLLARS 
(End of 1935) 

All Banks 

Life Insurance Companies 

Fire Insurance Companies 

Endowments 

Industrial Corporations 

Trusts 

Government Agencies 

Private Holders 


INSTITUTIONAL INVESTORS STILL 
CAUTIOUS 


The demand for government bonds 
is also swelled by the meager supply 
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of alternative investments that is avail- 
able in the capital market. Despite the 
revival of capital issue activity during 
the past nine months, the bulk of the 
new offerings constitute refunding oper- 
ations. They do not add to the aggre- 
gate supply of gilt-edge bonds. The 
marked improvement in the stock mar- 
ket, furthermore, makes it increasingly 
likely that when new capital is sought 
by corporations on a large scale once 
again they will prefer to sell stock and 
relatively speculative convertible bond 
issues in many instances. A revival in 
building would expand the supply of 
mortgages, which has been contracted 
during the depression. However, recent 
experiences will make most institutional 
investors cautious and deliberate about 
adding rapidly to their existing hold- 
ings of real estate and farm liens. 

On the supply side of the picture, it 
is true, there are several influences at 
work that have a restraining effect on 
prices of government obligations. First 
and foremost, the budget remains 
heavily unbalanced, and new issues are 
necessary from time to time to cover 
the deficit. However, business improve- 
ment makes a reduction in the deficit 
increasingly likely for the next few 
years. 


HUGE FLOATING DEBT TO BE 
REFUNDED 


Even if the budget were brought 
nearer balance, however, the task of 
funding the huge floating debt of the 
Treasury remains to be accomplished. 
Fully 13 per cent. of the national debt 


consists of Treasury bills maturing 
weekly over a nine months’ period, while 
50 per cent. of the 30 billion dollar 
national debt will mature during the 
next five years. In fact, only 37 per 
cent. of the total consists of bond issues 
Maturing in 10 years or longer. The 
funding of the ‘short-dated debt into 
long-term bonds is a task that will com- 
pare in difficulty with that of financing 
the deficit of the past five years, when- 
ever it will be attempted. 


A third factor on the supply side is 
the threat of legislation for cash pay- 
ment of the soldiers’ bonus. If the 
bonus should be paid directly in bonds, 
or if new obligations of the Treasury 
are sold to finance the payment, the 
supply of governments available for 
new investment will be materially in- 
creased. 


DOMINATING INFLUENCE IS SURPLUS 
OF FUNDS 


An objective observer who weighs 
these basic demand and supply factors 
cannot but feel that, at the moment, 
the huge surplus of funds seeking in- 
vestment is the dominating influence in 
the government bond market. A really 
drastic change in Federal Reserve policy, 
sufficient to wipe out the bulk, if not 
all, the excess bank reserves would make 
it necessary to modify this conclusion. 
So would a heavy export of gold to 
Europe of a billion or two of dollars. 
However, neither of these developments 
appears likely for 1936, although some 
restrictive measures on the part of the 
Reserve authorities and some gold out- 
flow may cause short-lived flurries in 
the government bond market. 

The long-term trend of interest rates 
thus continues downward, and the likely 
course of government bond prices up- 
ward. Reasoning from experience and 
from historical precedent tends to be 
futile because of the clear-cut supply 
and demand situation with which we 
are here faced. Furthermore, if the 
Social Security Act should be left on 
the statute books in its present form, a 
fund of upwards of thirty billion dollars 
will be accumulated in the Old Age 
Reserve Account during the next three 
decades or so, subject to investment 
only in government obligations. In 
that event, our conclusion about govern- 
ment bond prices would have to be 
made considerably stronger, for a defi- 
nite scarcity of Treasury issues .would 
then develop over a period of ten to 
twenty years. 





FIDELITY - PHILADELPHIA 
Trust COMPANY 


Organized 1866 


PHILADELPHIA, PA. 


Statement of Condition, December 31, 1935 


RESOURCES 


Cash on Hand and in Banks ......-....:..55.0.0...0...053.. $23,491,497.74 


U. S. Government Securities and Home Owners’ 
I csi ge I lense ore oatacak evade ncn t tages 30,178,228.03 


State, County and Municipal Securities ........ ........... 17,790,764.48 
Other Investment Securities 21,536,422.67 
Loans 26,999,248.29 
Real Estate Owned 6,183,430.75 
Other Assets 3,714,895.32 


$129,894,487.28 


Capital Stock $6,700,000.00 
Surplus . 15,000,000.00 
Undivided Profits 1,335,362.11 
Reserve for Contingencies ...................00..0:ccccceeceees 1,262,968.57 
Reserve for Interest and Taxes ....... ......0...000000...... 682,158.12 
Other Liabilities 1,382.005.00 
Deposits 103,531,993.48 


$129,894,487.28 


United States Government obligations and other securities carried at 
$6,678,290.78 in the above statement are pledged to secure Govern- 
ment, State and Municipal deposits as required by law, and to secure 
Clearing House exchanges. 
Individual Trusts $997,391,320.58 
Corporate Trusts 802,702,020.19 


WILLIAM P. GEST HENRY G. BRENGLE 
Chairman of the Board President 


J. CALVIN WALLACE 


Treasurer 
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its most practical aspects, we will 

briefly consider certain fundamentals 
of the money market. Since the United 
States Government is more interested 
in the money market than any other 
single entity, this interest, as a factor, 
must be included. 

From a debt of less than a billion 
dollars in 1916, the United States Gov- 
ernment’s total interest bearing debt 
now amounts to more than thirty bil- 
lion dollars. Less than three years ago, 
this national debt was about twenty 
billion dollars. With this background 
of debt progression and with the con- 
tinuance of certain administrative poli- 
cies, it is by no means a remote possi- 
bility that the national debt may soon 
amount to fifty, sixty or seventy-five 
billion dollars. The question as to how 
a debt of this magnitude may be carried 
is one that many critics of the incum- 
bent Administration’s policy fail to 
accurately analyze. This failure is due, 
in part, to political prejudices. 


I: order to discuss this subject from 


DEBT NOT ABSORBED BY SAVINGS 


The debt of sixty billions, or seventy- 
five billions, could not be carried if 
interest rates were average or normal. 
The carrying charges of such a debt, 
were it not for the fact that interest 
rates are no longer correlated with the 
amount of investor funds available in 
the open market, would be prohibitive. 
The Government's present debt and 
any near future increase in it has not 
been, and will not be, absorbed by the 
savings of the people. If the savings 
of the people of the United States were 
the measure of the demand for United 
States Government bonds, interest rates 
already would be so high as to preclude 
further borrowing by the Treasury. 

It is common knowledge that the 


Government's debt is being absorbed by 
the banks that purchase the bonds in 
question with money created for the 
purpose of absorbing Government bonds 
by the bank. It appears that the banks 
will probably continue to absorb the 
Government debt for the reason that 
banking legislation gives them no 
alternative. Since much of the bank 
monies can most safely and profitably 
and liquidly be invested in Government 


With the Administration tending 
further toward the Right, with the 
imminence of Election and because 
of all that is implied in this con- 
servative tendency, and for the 
reasons generally set forth in the 
foregoing, municipal bond prices 
should remain stable during 1936. 


bonds, this process of absorption will 
continue until the funds used therefor 
may be diverted to more profitable uses. 
To believe that the banks will refuse 
to buy Government bonds as a punitive 
measure against increasing Federal in- 
debtedness is to believe them unmindful 
of deflationary dangers and their expe- 
riences leading up to the “Banking 
Holiday” so-called. Although it be a 
banker’s duty to conscientiously safe- 
guard the best interests of banking, it 
is primarily his interest to safely invest 
other people’s monies and to make a 
reasonable profit for bank stockholders. 
It is not a bank’s business to dictate 
Treasury policy through boycott, and 
such a boycott would inevitably lead to 
banking chaos. 

Since bank reserves are the measure 
of credit creation and because the total 
of excess reserves is far beyond practi- 
cal requirements, the matter of interest 
rates is now theoretically a matter of 
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Treasury fiat. This situation 
necessarily dangerous. 


is not 


LOW INTEREST RATES CLEAR WAY 


President Roosevelt in fostering low 
interest rates, which practice is neither 
new nor ingenious, has not only made 
the way clear for a much heavier na- 
tional debt but has concurrently struck 
at the very crux of depression ailments 
by making it possible for municipalities 
to continue their borrowing, which in- 
directly has stimulated industry from 





Many critics of the Banking Act, 
mindful only of past experience, 
fail to recognize the system of 
checks and balances that is most 
carefully and astutely contained in 
the Act and other recent legislation. 





the bottom. Through governmental 
borrowing, huge amounts of credit have 
been made available so that most of the 
states and municipalities have been able 
to borrow at a rate justifying an in- 
crease of indebtedness. 


Naturally, much scepticism has arisen 
against this method of borrowing to 
buy bonds. Keenly aware of this appre- 
hension, the Administration sponsored 
the Banking Act of 1935, the most 
important attribute of which is its 
potency in limiting money rate changes. 
Many critics of the Act, mindful only of 
past experience, fail to recognize the 
system of checks and balances that is 
most carefully and astutely contained 
in the Banking Act and other recent 
legislation. It is now true that the 
credit system of the United States is 
no longer wholly dependent upon the 
law of supply and demand or other 
forms of naturalism. Interest rates are 
now a matter of official dictate and, in 
a larger measure, our entire economy 
is subject, in a general yet impelling 
way, to executive dictate. 


FINANCING GOVERNMENT DEFICITS 


From a commercial banking agency, 
the Reserve System has been altered into 
a politico-financial board, the most im- 
portant of whose tasks is the financing 
of Federal Government deficits. Under 
the Banking Act of 1935, a broader 
meaning of credit inflation has received 
legislative sanction. Many aver that it 
is difficult to predict that political con- 
siderations will not dictate policies in 
the financing of recovery and in the 
effecting of the Administration’s broad 
financial policies and that constructive 
reform will not give way to credit ex 
pansion of dangerous proportion. 

Acutely aware of this, the Reserve 
Board has already issued regulations to 
govern the altering of member bank re: 
serve requirements. Critics of the Ad 
ministration have been denouncing the 
amount of excess reserve as inflationary 
to the extent that America’s dollar is in 
jeopardy of dilution. The exaggerated 
manner of most of these criticisms has, 
and will continue to, set up corrective 
credit developments. The Reserve Board 
has been in no way indifferent to the 
credit situation that exists. Thus far, 
the Board has deemed it unnecessary 
and unwise to raise reserve require’ 
ments. To do so would unnecessarily 
disturb the equanimity of thus far sat 
isfactory developments. 


EASY MONEY POLICY WILL CONTINUE 


It is fair to assume that future regu’ 
lations will not be of the reactionary 
type. The time is not at hand for 
credit restraint. The easy money policy 
will undoubtedly be continued in order 
that business recovery be not disturbed 
adversely. Business confidence is‘ yet 
to be fully engendered and all regula 
tions will undoubtedly be in cognizance 
of this fact. The Securities Exchange 
Act through regulating stock exchange 
house margin requirements and the Fed: 
eral Reserve Board through regulation 
of bank loan requirements are set up t0 
cover the field of credit extension effec’ 
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tively. It would appear from current 
indications that inflation fears are more 
political thunder than they are imminent 
actualities. 

Since the term, inflation, is still be- 
ing resorted to as an explanation of 
what may develop, the subject will be 
briefly discussed. Admittedly, we have 
an overabundance of available credit. 
Despite the availability of this credit, its 
use is not extending beyond natural or 
proper limits. 

On the side of preventing the infla- 
tionary extension of credit, the Admin- 
istration possesses preventive machinery 
of undoubted efficacy: (1) the complete 
control of the Federal Reserve System, 
(2) the Stabilization Fund and (3) the 
power to levy and collect taxes. The 
first of these agencies has the power to 
hold the dollar stable. The second also 
is a stabilizing force especially as re- 
gards the relationship between the dol- 
lar and other currencies. Should infla- 
tionary forces prevail; these two agencies 
could not alone curb them. They can 
Operate effectively only when unhin- 


IN PRINCIPAL CITIES 


dered by lavish fiscal operations. Un- 
less there be a balancing of the budget, 
and an actual rather than a bookkeeping 
balance, and unless legislation in gen- 
eral is such as not to disturb the in- 
herent conservatism of the masses, these 
two agencies cannot stop dangerous 
credit inflation. As regards the third 
item, namely, taxation, it is a power- 
ful check against recovery initiative. 


INFLATION A REMOTE POSSIBILITY 


With taxation exercising a virulent 
deflationary tendency and with only a 
small fraction of the bank deposits of 
the country being utilized for even the 
seasonal needs of business, inflation 
should be a more remote possibility than 
many critics indicate. The existence of 
an inherent conservatism in the people 
of the United States has been, and will 
continue to be, a strong resistance to 
inflation. Our people generally are in- 
herently prejudiced against currency 
debasement. Foreign experiences are 
indelibly memorable. The bitterness of 
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our own economic depression is also 
vividly remembered. Easy money of 
which we have a plethora and which 
competent bankers assert would still be 
easy even though commercial demand 
for loans increased unprecedentedly has 
not encouraged inflationary use of 
credit. Latent inflation has helped to 
stimulate the beginnings of recovery. 
The deflationary effect of taxation and 
innate conservatism of America should 
combine to extract that which is help- 
ful from inflationary methods to the 
extent necessary to offset destructive de- 
flation. This theory is certainly not a 
proven one, but it has certainly not 
been proved unworkable. This com- 
bination of antithetical forces has not 
reacted discouragingly on our people. 

We have gone through what might 
be termed a feverish period since 1929. 
Changes have evolved which previously 
were inconceivable. It is likely that 


further changes will come about. not 
the least important of which may be 


the use of available credit to an infla- 
tionary degree and further dollar de- 
valuation. Should these changes come 
about, it is likely that the equanimity 
of our people will encourage the grad- 
ual absorption of these changes as long 
as our fundamental institutions are not 
destroyed. Our people will not allow 
the alteration of its fundamental heri- 
tage. It is even likely that taxes in 
their various forms will be further in- 
creased. This, too, will be tolerated as 
long as methods do not more than bor- 
der on inflationary tendencies. Our 
people are loyal, proud, ingenious, re- 
sourceful and industrious. Defeatism, 
despite adversity, has never prevailed 
among us. The economy of the in- 
cumbent Administration, although un- 
orthodox and perhaps inefficient, has 
not deterred the resuscitative qualities 
of our people. With the predominant 
qualities of tolerance and self-confidence, 
we will muddle on. High taxes will 
remain. Long-term low money rates 
will remain, although short-term rates 
may heighten. A full economic recovery 
will be inhibited because of the con- 


tinuation of the policy of short term, 
rather than long term, planning, brought 
on by lack of full confidence in Wash- 
ington. 


MUNICIPALS INCREASINGLY VALUABLE 


In the meantime, state and municipal 
bonds, because of their freedom from 
Federal, normal and surtaxes and be- 
cause they are tax exempt in the state 
of issue, become increasingly valuable 
to investors. When the Revenue Act 
of 1935 is more intimately experienced 
by our taxpayers, the fact that 10 per 
cent. of a $20,000 net taxable income, 
50 per cent. of a $250,000 net taxable 
income and almost 70 per cent. of a 
$1,000,000 income must be paid to 
the Federal Government, will cause this 
contention to be more seriously con 
sidered. When state taxes are included, 
the contention becomes more poignant. 
Most of our individual investors, in 
cluding estates, possess diversified port 
folios. But a small portion of the hold 
ings of most of these investors is in 
state and municipal bonds. Gradually 
the taxable securities of these portfolios 
are being liquidated in favor of state 
and municipal bonds. Even Treasury 
bonds will be to an extent liquidated 
by these investors because of their non: 
exemption from surtaxes. 

The market has recently slowed up 
somewhat on reports of foreign cur’ 
rency devaluation. It has long been 
anticipated that France would renounce 
her adherence to gold in present terms. 
France has been trying by means of 
deflationary policies to stay on gold. 
This has caused a decline in economic 
activity which in turn has depressed 
business and reduced purchasing power. 
Revenues from both direct and indirect 
taxation have been seriously diminish 
ing for the past year. Since confidence 
is lacking, gold continues to slowly leave 
the country. This in turn causes ex 
cessive bank rates. With high bank 
rates, industrial revival is stifled. With 
out cheap money, a building revival, 
which has brought recovery in England 
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and America, cannot possibly get un- 
der way in France. In the long run, 
therefore, it seems unlikely that recov- 
ery will be achieved in France without 
a readjustment of the gold parity. The 
French Government has been spending 
about $800,000,000 yearly out of loans 
for the purpose of stimulating industry. 
This has helped check the falling pro- 
duction and has expanded the volume 
of bank credit. It is reported that credit 
inflation in France is already discernible. 
This may mean that economic improve- 
ment is not far away. If this be true, 
however, franc devaluation would seem 
to be inevitable. This situation is quite 
generally understood and, in my 
opinion, the market effect of franc de- 
valuation should have been discounted. 
It should not materially affect our mar- 
ket for tax-exempt bonds. 


ONLY UNEXPECTED AND NEW THINGS 
DISTURB 


With franc devaluation, a certain 
amount of gold would leave the United 
States for France. It would be difh- 
cult to estimate the amount. It will be 
remembered that Belgium left gold not 
long ago. Although Belgium is not to 
be compared with France in respect to 
fnancial importance, this act on the 
part of Belgium had virtually no effect 
on our domestic markets, and the com- 
parison is at least indicative. If French 
devaluation is accomplished by means 
of an embargo on gold exports, al- 
though such an embargo would be ef- 
fective in devaluing the franc, it would 
come about less reactionarily than if 
brought about through outright devalua- 
tion. 

It is usually the unexpected and new 
things that drastically disturb markets. 
France's devaluation in 1926 and Eng- 
land's leaving the gold standard in 1931 
did disturb our domestic markets. The 
latter more so than the former. In 
1926, the United States was enjoying 
the beginning of a prosperous era. The 
import of France’s action was overcome 
because of the excellence of our own 
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economy at the time. In 1931 when 
England went off the gold standard, 
the United States, as is well known, 
was in a state of economic upheaval. 
When England, the so-called world’s 
banker, left gold, the precariousness of 
our own situation was accentuated and 
the result was a market collapse. At 
that time our economy was not the na- 
tionalistic, self-sufficient economy that 
it is now. At that time we were in 
the throes of the Hoover deflation rather 
than in the ascendancy of an economy 
stimuated by devaluation and credit ex- 
pansion. Sterling devaluation came un- 
expectedly, whereas the anticipated 
franc devaluation has been generally 
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expected for a year or more. When 
it happens, I reiterate, it should have 
no far-reaching effect bond marketwise, 
in this country. 


MUNICIPAL MARKET SHOULD BE FIRM 
AND STEADY 


Most of the foregoing has indicated 
that the market for municipal bonds 
should be firm and steady for a long 
period. There are certain transient 
features nevertheless that indicate at 
least temporary reactions. Markets are 
always overdone at some point. They 
invariably go too high, too fast or ex- 
perience unduly accentuated reactions. 
Also markets are interrupted by gluts 
of new issues that are poorly priced or 
ill-timed. These temporary situations 
are the fault in the last analysis of the 
buyers and the traders in the business. 
In a bull market, there are always 
those who are too bullish. Inevitably, 
issues are floated that cannot be ab- 


sorbed. 


Because many municipalities are close 
to their debt limits, they have been en- 
couraged to set up special districts and 
authorities in order that advantage may 
be taken of government grants and easy 


money conditions. The bonds issued 
against these authorities and districts 
are usually payable out of special reve- 
nues. There are many so-called revenue 
issues scheduled for flotation during 
1936. Many of them will be slow 
sellers because they will be generally 
untried issues. In many cases records 
of earnings will be estimates. Many 
of these issues will be set up so as not 
to estimate sufficient debt charge cover- 
age. Such bond issues are usually not 
legal investments in other than their 
state of issue. The current market has 
been slowed down by a few of these 
special bond flotations. The market 
during 1936 will be periodically slowed 
down by many more of these issues. 
Despite these negative influences, the 
market for municipal bonds of good 
reputation and heritage should be stable 
and firm. Our low money rate economy 
has too deeply pervaded our institutions 


to be renounced during 1936 or even 
by a succeeding administration. Our 
banks hold too many low interest bear 
ing bonds for any administration to in- 
vite liquidation through the general fear 
of higher interest rates and concurrently 
falling bond markets. 

There should be a concluding word 
regarding the European war threat. The 
United States is developing a resource: 
ful internal self-sufficient economy. 
Legislation is being contemplated and 
will be enacted along the line of eco 
nomic sanctions. Assuming the gen 
eral European conflict, which assump 
tion is presumptuous, our aloofness will 
not necessarily raise domestic money 
rates brought about by a violent indus 
trial recovery through a_ stimulated 
foreign trade demand. With the ad- 
vent of a European war, our markets 
would be disturbed temporarily because 
of psychological reactions. This market 
disturbance would probably occur 
through the absence of bids for bonds 
rather than through actually depreciated 
markets. Hypothetically, with the im 
minence of a European war, even more 
gold would be sent to America. As 
suming that such a war would not ter 
minate within a short time, there would 
be no danger of a rapid efflux of this 
gold. Even then, there would be a 
question as to whether such gold would 
rapidly return from whence it came. 
During the past fifteen years we have 
experienced major financial and eco 
nomic disturbances in France, Germany 
and Italy, yet taxes remain very high 
in those three countries, thus not in 
ducing the flow of monies. Another 
war would further raise taxes, despite 
any further repudiations and it is fait 
to assume that monies would not of a 
sudden be repatriated. 

With the Administration tending fur’ 
ther toward the right, with the im 
minence of election and because of all 
that is implied in this conservative 
tendency and for the reasons generally 
set forth in the foregoing, municipal 
bond prices should remain stable during 
1936. 





INVESTMENT AND FINANCE 


Outlook for Corporate Bonds 


By Epwin H. HErzoc 
Shields & Co. 


prices for best grade bonds the 
highest not only for this year, but 
for the past three decades. 

During the past twelve months, many 
prognosticators attempted to call the 
top of the bond market without success. 
A comparison often heard was the simi- 
larity of the present high grade bond 
market and the condition existing in 
the stock market in 1928 and 1929. In 
other words, both had reached unreason- 
able levels and it was only a question 
of time before a break occurred. How- 
ever, most of these fears were based 
on the appearance of the market rather 
than on fundamentals. 

Some observers were bearish on high 
grade bonds, because of the belief that 
money was better invested in equities 
than in low yield bonds. ‘This idea 
however, did not reflect the fear that 
stock market activity would create a 
demand for money that would bring 
higher rates. Investors simply were fear- 
ful of the high prices. After all, a 
314 per cent. bond selling at 104, fully 
taxable, does sound frightening to this 
generation of bond investors, accustomed 
to seeing a 4 per cent. bond reach a 
top of 100. On many occasions since 
the close of the World War, Atchison, 
Topeka & Santa Fe Railway General 
Mortgage 4s of 1995, reached a 4 per 
cent. basis, which almost always marked 
atop of the high grade market. These 
same people, however, who were fright- 
ened by such low yields, would not 
necessarily be frightened when reading 
of the height reached by the excess re- 
serves of Federal Reserve member banks. 
They would not employ similar reason- 
ing, however, and say that excess re- 
serves were-so high that they were 
bound to decline. 

Nervousness of this kind regarding 
the bond market's position cannot be 
disregarded. It is important to remem- 


To year 1935 is closing with 


ber that the market must have been in 
an extremely strong position to have 
moved ahead in such circumstances. 
Another important feature of the last 
half of 1935 has been the ease with 
which the market has absorbed new 
corporate issues. It is true that most 
flotations represented refunding; but a 
considerable portion of the new issues 
were purchased by other than the hold- 


It appears probable that high 
grade bonds will continue their ad- 
vance through the coming year. By 
the very nature of the present high 
level, it will be harder for prices 
to advance from here than it was 
from the level of December, 1934. 
But even if headway is not made, 
it seems as though the market 
should have little trouble maintain- 
ing its present level. 


ers of the called securities. The in- 
dividual investor holding 5Ys and 6s 
which were called certainly did not rush 
to accept the substitution of a 4 per 
cent. coupon bond. A great deal of 
this slack has to be taken up by new 
money. Insurance companies and sav- 
ings institutions undoubtedly supplied 
the principal source of this demand. 
Commercial banks have been unim- 
portant influences in high grade bond 
prices during the past year, except’ in 
short terms. This, as a matter of fact, 
is one of the great elements of strength 
when the immediate future is appraised. 
For many years when money was cheap, 
and therefore bonds at their highs, com- 
mercial banks bought bonds for income. 
They often were forced to sell bonds 
when commercial demand increased and 
money rates moved up. This frequently 
was the time when the bond market 
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was near its low. Since the dark days 
of 1932, however, commercial banks 
have adopted a cautious policy in their 
investments. They are now principally 
interested in being able to call in their 
money from their bond position, with- 
out loss of principal, irrespective of the 
level of money rates. To be able to 
do this, they have had to restrict their 
investments to short term bonds, sac- 
rificing income. However, this condi- 
tion makes it less likely that, at the first 
sign of increasing commercial demand 
for money, the banks will throw long 
term honds on the market. 


GREENBACK INFLATION AND EUROPEAN 
WAR 


It is axiomatic that high grade bond 
yields will follow interest rates, but it 
is conceivable that the transition may 
be more gradual than in the past. In 
the days when extraordinary influences 
were not so important, it was enough 
to say: “Watch money rates to gauge 
the course of the bond market.” Money 
rates must still be watched, but other 
developments are also important, for 
these external factors have a consider- 
able effect on money rates. The demand 
for commercial loans may utilize a cer- 
tain amount of excess credit, but it is 
doubtful if the 1936 bond market needs 
to fear this very much. First of all, 
commercial banks are not likely to need 
to sell long term bonds when demand 
improves moderately. Secondly, it would 
take a business pick-up of enormous 
proportions to take enough money out 
of the market to seriously affect rates. 
96 
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Greenback inflation is another bond 
market bugaboo. The most serious 
threat of such development in 1936 lies 
in the possibility of the passage of a 
Soldiers’ Bonus Bill. However, the ef- 
fect of greenback inflation on the high 
grade bond market would take place 
largely during the transition period, and 
in the case of a Soldiers’ Bonus Bill be: 
ing passed next year, the flight from 
fixed interest bearing securities would 
probably be short-lived and _ relatively 
unimportant. 

War in Europe is another danger in 
the background. However, conditions 
differ from 1914 when Europe held tre- 
mendous quantities of United States se’ 
curities and was forced to liquidate. A 
general European war at this time 
would be more apt to show us as the 
safest repository in the world and, there’ 
fore, cause money to pour into our 
market. The initial shock, however, 
might cause temporary unsettlement. 


AND A WORD OF CAUTION 


Foreign exchange stabilization is a 
possibility in 1936, although a doubt 
ful one. It woulld be bullish rather 
than bearish on high grade bonds. 

Continued ease in credit conditions 
is generally expected throughout 1936. 
Obviously, it is to the Governments 
interest to have low money rates per 
sist. This, in the final analysis, seems 
to be the crux of the problem. Further: 
more, it is doubtful whether busines 
will require accommodations _ large 
enough to cause any material tightening 
of credit 
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In conclusion, it appears probable 
that high grade bonds will continue 
their advance through the coming year. 
By the very nature of the present high 
level, it will be harder for prices to 
advance from here than it was from 
the level of December, 1934. But even 
if headway is not made, it seems as 
though the market should have little 
trouble maintaining its present level. 

And now, the writer is forced to 
join the calamity howlers, disparagingly 
referred to in the beginning of this 
article, and add a word of caution. The 
market at this level is quite unhealthy 
for the institution or investor dependent 
on drawing principal intact out of the 
bond market at times of high interest 
rates. We seem to be definitely near- 
ing the top of a cyclical swing. We 
may be only three-quarters of the way 
up, maybe only two-thirds, but no bond 
list was ever made sweet-looking by 
collecting long term Rembrandts in 
times of extremely cheap money. There 
should always be some cash or short 
term money available to buy bonds be- 
ing thrown overboard when the cycle 
completes itself. 
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BANK OF MANHATTAN HOLDS 
ANNUAL MEETING 


At the one hundred and thirty-seventh 
annual meeting of stockholders of the 
Bank of the Manhattan Company, New 
York. J. Stewart Baker submitted his 
annual report as chairman of the board 
of directors, It was characterized by 
its detailed and frank discussion of the 
bank's affairs. Mr. Baker said in part: 

“The earnings for the first nine 
months and estimated earnings for the 
last three months of the calendar year 
indicate net operating earnings for the 
year of $3,733,000, which is $733,000 
in excess of the present dividend re- 
quirement. This compares with $4,- 
950,000 earned last year. Gross earn- 
ings will amount to approximately $11,- 
932,000 and general expenses to ap- 


proximately $8,199,000. The expenses 
will be about $738,000 less than in 
1934, in spite of a greater volume of 
business handled. 

“I am happy to report the encourag- 
ing recoveries that have been made on 
items previously charged off or for 
which a special reserve had been estab- 
lished, and the small amount of addi- 
tional losses that have. developed during 
the year. 

“The reduction in expenses and over- 
head has had and is having the con- 
stant attention of your officers. We 
are, however, faced with some increases 
in expenses over which we have no 
control. I speak of the assessment for 
Federal Deposit Insurance which will 
cost approximately $340,000 per annum 
on the basis of our current deposits, and 
of the payments required under the 
Social Security Act which, with our 
present staff, will amount to approxi- 
mately $50,000 next year, with pay- 
ments increasing in subsequent years 
until they reach a maximum in 1949 
of $250,000. 

“I have been asked many times 
whether the Manhattan Company will 
continue to pay its present dividend. 
Stockholders generally are anxious to 
know what dividends they may expect 
from the corporations whose stock they 
own, but it is impossible for the man- 
agements of these corporations to answer 
definitely because of the variety of un- 
certain factors which apply not only 
to all corporate earnings but to the 
burdens which may be placed upon 
them. 

“As to the dividend of this bank, 
the policy of your directors is to main- 
tain the present dividend rate as long 
as it can be paid out of net current 
earnings and as long as the reserves set 
aside for contingencies are adequate to 
cover estimated losses and doubtful 
items. At the present time our re- 
serves are more than adequate to cover 
these, and earnings as above reported 
are in excess of the present dividend re- 
quirement.” 


\ 





THe HuGueNot NATIONAL BANK OF NEw PALTz, N. Y. 


The new home of the Huguenot National Bank was planned in keeping with the 
loveliest examples of native architecture left by the early Huguenot settlers. It is 
constructed of native stone, the roof being covered with a new type of fireproof shingle 
designed to achieve the effect of well weathered wood shingles. The interior combines 
simplicity of design with beauty of natural and finished surfaces. Needless to say, 
the latest in modern equipment for safety and service to employes and customers 


has been installed. The building was erected by the Tilghman Moyer Company of 
Allentown, Pa., who specialize in bank buildings. 
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FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY OF CURRENT FINANCIAL, ECONOMIC AND 
POLITICAL EVENTS IN OTHER LANDS 


ENGLAND 


Quite remarkable recovery continues to 
be shown in the reports of almost all 
leading industrial companies, and divi- 
dends are being increased in all direc- 
tions. Business accounts also make en- 
couraging reading, and these factors are 
holding the markets steady in the face 
of disturbing events abroad. 

The Board of Trade’s index of British 
industrial activity for the third quarter, 
based on 1930 as 100, stands at 110.8, 
compared with 111.5 for the June 
quarter and 103.2 for the third quarter 
in 1934. The slight decline from the 
second quarter was seasonal, but the 
expansion over last year’s figure was 
attributed to a definite trade recovery, 
which is shared by all industrial groups. 

A recent bulletin of the Westminster 
Bank comments on the course of British 
commodity prices, and contrasts their 
stability in the last four years with the 
fluctuations in other countries. 

The bulletin remarked on the main- 
tenance of abundant supplies of cheap 
money, which the policy followed in 
Great Britain and in the United States 
has produced, and said that if the com- 
mercial world can rid itself of economic 
political fears which prevent greater use 
of this credit, prices may be affected 
materially and any change in Great 


Britain’s relative stability will be more 
likely upward than downward. 

Great activity in the iron and steel 
industry is reported by the London Iron 
and Steel Exchange. All departments 
are well employed, some mills having 
withdrawn from the market owing to 
their output being sold a long way 
ahead. 

On December 6 it was reported that 
there was an increase of £4,222,000 in 
the note circulation of the Bank of Eng- 
land, compared with an increase of 
£5,760,000 in the corresponding week a 
year previous. Total circulation was 
raised to £405,600,000, which was £20,- 
120,000 over the figure in 1934. It is 
reported that high prices account for 
little of the expansion which is almost 
solely due to expanding trade, increased 
spending power, and the more confident 
spirit prevailing everywhere. 

The first week in December the Brit- 
ish Government issued loans amounting 
to £300,000,000 at an average cost of 
only 21%, per cent. This had a buoyant 
effect on the security markets as in- 
dicating a rather prolonged prospect of 
easy money. It is felt that this will 
force investors to put some of their 
funds in industrial securities in order 
to obtain a greater return than they are 
now getting from gilt-edge securities. 
Expanding profits and increasing divi- 


BANKERS INVITED 


FOREIGN BANKS ARE 


INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 


UR close contact with the commercial activities with seven 
Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 
S. N. POCHKHANAWALA, Managing Director 





Collections on Ecuador, South America, 
through La Previsora National Bank of Credit 


Head Office: 


Main Branch: 


GUAYAQUIL 


QUITO 


33 Branches and Collecting Agents in other commercial cities. 


Collection service is complemented by a Credit Information Department. 
Credit Reports and Quarterly Business Survey, sent free on request. 
55% of Guayaquil deposits and 34% of the Country’s total deposits are 


kept with this Bank. 


54% of all collections on Guayaquil, and 48% of collections on the whole 


country are handled through us. 


Our Collection Department was established ten years ago and it now 
ranks first in the Banking System in this country. 


Only Efficiency and Service account for this fact 


dends are daily serving to restore the 
popularity of industrial securities. 

On December 13 it was reported that 
the Bank of England’s note circulation 
stood at £410,931,000 with the bank’s 
gold reserve at a new record of £200,- 
313,000, equal at the current price of 
gold to about 81 per cent. of the note 
circulation. 

The sudden and unannounced with- 
drawal of the United States Treasury 
from the London silver market met with 
considerable criticism from _ British 
sources. While it is not disputed that 
this country has the right to buy silver 
under conditions most favorable to it- 
self, it is felt that the abrupt discon- 
tinuance of its previous custom was an 
unfriendly and unnecessary act. 

In November food prices are reported 
as being up 2 per cent. for the year 
and industrial material, 5'/2 per cent., 
according to the Board of Trade index. 


FRANCE 


THE French Chamber of Deputies, now 
in session (December 22), is expected 
to pass the budget before the end of the 
year, thus, in the opinion of some ob- 
servers, assuring the franc of safety 


against devaluation. The Chamber has 
already voted the budget 372 to 166, 
but it has still to be acted upon by the 
Senate. Theoretically, the budget bal- 
ances with receipts at 40,434,000,000 
francs, and expenses at 40,431,000,000 
francs, but this does not include extra 
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expenditures for military disbursements 
and estimates for receipts are contro 
versial. 

The outward movement of gold has 
almost completely ceased since the 
Chamber of Deputies has given Premier 
Laval a vote of confidence, and the 
franc has hardened to a point which 
makes export of the metal unprofitable. 
However, the bank rate was still on 
December 14 at 6 per cent., thus plac: 
ing a heavy burden on trade, on bank- 
ing, and on public finance. By keeping 
the rate high, however, it is hoped that 
firms that exported funds will repatriate 
them to meet maturities rather than 
resort to borrowing. 

It is generally conceded that the 
exodus of gold was stopped not by the 
putting up of the bank rate, but be 
cause confidence was restored by the 
apparent strength of the Laval ministry. 
It is feared, however, that any threat 
of devaluation of the franc through 
the overthrow of the government or 
through the ascendancy of the Left 
parties will revive the panic and bring 
about a resumption of gold exports. 

The Ethiopian question and internal 
politics are the great obstacles to re 
covery in the minds of most observers. 
If the war could be settled and if politi- 
cal conditions could be stabilized it is 
felt that real progress could be made 
toward financial and economic recovery. 
The textile industry is said to be show 
ing real improvement and the heavy i 
dustries are benefiting from rearmament. 





CAPITAL 
Authorized P10,000,000.00 
Fully Paid P6,750,000.00 

(US$1.00=P2.00) 


CABLE ADDRESS: BANCO 


HEAD OFFICE: MANILA 


BRANCHES 
Cebu, Iloilo, Zamboanga 


EBEIGHTY YBARS 
and more of experience and familiarity with local business conditions have placed our organization in an 
exceptionally favorable position to undertake commercial banking, fiduciary and trustee business of every 
description in a country which, like the Philippines, is developing rapidly and offers considerable oppor- 
tunities to the foreign importer, merchant and investor. 


We solicit the agency and collection business of foreign Banks. 


The political situation is of great im- 
portance and should be watched care- 
fully during the next few weeks. 


GERMANY 


THE German Government has issued a 
decree prohibiting the import of reichs- 
mark notes, or their domestic accept- 
ance for the settlement of foreigners’ 
debts. Owing to their cheapness these 
notes have been used in _ increasing 
volume for the payment of expenses of 
foreign concerns in Germany. As a 
result, the amount of foreign exchange 
offered to the Reichsbank declined, and 
the sale of the notes abroad at depreci- 
ated rates adversely affected Germany’s 
trade balance. 

The value of Germany’s foreign trade 
in the third quarter of 1935 is esti- 
mated at 23 per cent. above the worst 
point reached in the depression, in 1932, 
but at 48 per cent. below the best 
corresponding period, in 1929. 

Internal trade has changed little. 
Production of special Christmas goods 
was above that of 1934. Retail Christ- 
mas trade was fair in Berlin and better 
in the heavy industrial west. 

Bankruptcies in Germany in Novem- 
ber numbered 268 compared with 211 
in November, 1934. Many insolvencies 
were reported in November in the tex- 
tile and clothing branches. 

Germany’s wholesale price index on 
December 4 stood at 103.4, a new high 
record compared with 103 on Novem- 


Inquiries and correspondence invited. 


ber 27, and the previous high of 103.1 
on November 13. 

German financial interests are anxious 
to see ‘peace achieved “regardless of con- 
siderations of international equity.” 
War has no constructive value for 
German exports as Germany has an 
export surplus with Italy, and a boycott 
by sanctions countries against Italian 
manufacturers ultimately would reduce 
Italy's ability to pay for what Germany 
sends her. 

Germany’s wheat crop in 1935 will 
be 3 per cent. above that of 1934. 
The area sown to wheat this winter 
will be the same as last, it is esti- 
mated. German steel output in October 
amounted to 1,551,200 tons against 
1,378,200 in September. 


ITALY 


INFORMATION concerning economic con- 
ditions in Italy becomes increasingly 
unavailable since the government has 
suspended publication of Treasury fig- 
ures, statistics on the public debt, and 
statements of the Bank of Italy. The 
government is now withholding “all 
statistical information that might aid 
Italy's economic besiegers, the sanc- 
tionist states of the League of Nations.” 

It is reported that a newspaper 
syndicate has decided to refuse further 
contributions for newspapers and pe- 
riodicals from writers of “sanctionist™ 
nationality. Also an organization of 
private schools has barred textbooks 
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Christiania Bank og Kreditkasse 


Oslo (Christiania), Norway 


Founded 1848. Telegraphic address: Kreditkassen 


First established 
private bank in 
Norway 


BANKING BusINEss OF EvERY 
DESCRIPTION TRANSACTED 


Paid up capital 
and reserve funds 
Kr. 40,000,000. 


New York Agents: 


The National City Bank of New York, Guaranty Trust Company of New York, 
and Irving Trust Company 


published in “sanctionist” nations, and 
instructed its members to maintain a 
campaign of anti-sanction propaganda 
among 120,000 pupils. 

Italy's importations are being limited 
to essential raw materials and are being 
paid for, so far as possible, by a system 
of exchange of goods, thus obviating 
the necessity of heavy exportation of 
gold. The Bank of Italy's visible re- 
serves are being increased by voluntary 
gifts of gold by the people and supple- 
mented by credits held abroad by Italian 


citizens, which are supposed to amount 
to $200,000,000. 


FINLAND 


“Unitas,” that excellent quarterly re- 
view, published in English by Nordiska 
Foreningsbanken, Helsingfors, Finland, 
summarizes the third quarter in that 
country as follows: 

“The causes of political unrest that 
have appeared more and more fre- 
quently in other parts of the world of 
late have had little influence on the 
economic situation in Finland. During 
the third quarter the favorable develop- 
ment continued with generally increased 
activity. The balance of trade has pro- 
vided a surplus of over 600 million 
marks and has improved the foreign 
payment position. In spite of consider- 
able investment activity in productive 
enterprises and building, the money 
market is remarkably easy. Industrial 
production, with the exception of the 
sawmills and textile trade, has expanded 
still more, home trade likewise. It 
must, however, be recorded that in 
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some respects the harvest has not proved 
very satisfactory, especially in compari 
son with last year’s excellent harvest.” 


CHINA 


VIRTUALLY insurmountable obstacles 
confront the Chinese government in its 
attempt to set up a managed paper 
currency and the greatest stumbling 
block in the way of Nanking’s plan to 
nationalize silver is the foreign banks, 
which play a dominating rdle in the 
economic life of the country, according 
to Leonard T. K. Wu, visiting research 
associate of the American Council, In- 
stitute of Pacific Relations. 

Claiming that the foreign banks have 
been able “to accumulate around 50 per 
cent. of the silver stocks in Shanghai,” 
the writer, in commenting on China's 
monetary dilemma in the Far Eastern 
Survey, asserts that “for the success of 
the plan the foreign banks must not 
only give up their silver stocks, but stop 
taking any more silver from clients who 
cannot pay them in any other way, turn 
over the huge silver deposits of wealthy 
Chinese patrons to the Nanking Gow 
ernment, halt the profitable export of 
silver, cease issuing bank notes and 
cancel all outstanding ones. 

“China has no control whatsoever 
over the foreign banks and cannot exert 
pressure to obtain their silver stocks,” 
states the writer. “Furthermore, these 
banks have long been issuing their own 
paper currency and the latter has 
usually been favored by the populace. 
There can be no doubt that so long 
as China cannot check the evergrowing 
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unfavorable balance of trade, amount- 
ing to almost a half billion Chinese 
dollars in 1934, most of the silver in 
China is destined for the coffers of the 
foreign banks. 

“It is extremely doubtful whether the 
Government will be able to persuade 
the masses, accustomed to floods of 
worthless paper issued by provincial war 
lords, to surrender their hoarded silver. 
They have only recently been gaining 
confidence in the bank notes of leading 
Chinese banks. In addition to these 
difficulties, it is unlikely that those 
provinces which are only loosely con- 
nected. with the Nanking Government 
will respond with any alacrity. Most 
provinces have their own treasuries and 
provincial banks and to surrender their 
silver to the Central Bank of China 
would be equivalent to financial dis- 
armament on their part. Opposition 
to centralization may also be expected 
from the native banks and the Chinese 
modern commercial banks. 

“If China cannot obtain complete 
control of the silver stocks and the -issu- 
ance of paper money, the amount of 
currency outstanding cannot be made to 
increase or decrease according to the 
needs of the country.” 


ej 


BOOK ON ITALIAN DOLLAR 
BONDS 


THE first publication of its kind, deal- 


ing with Italian dollar securities 
launched in the United States, has just 
been published. The author of this 
book is a banker, Dr. Bruno Rovere, 
president of the Bank of Sicily Trust 
Company of New York. The English 
title of the book is, “Italian Dollar 
Bonds and the Total of Foreign Issues 
in the United States.” 

The book is written in Italian, but 
it gives all necessary information in 
English (names of securities, bonds, 
etc.) so that it is useful to all persons 
interested in financial questions. It 
treats amply of all problems relative to 
the dollar issues floated in the United 
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States, dwelling especially upon Italian 
Securities, as a part of foreign issues, 
and this particularly from 1914 to 1934. 

This book contains the only collection 
of all quotations published thus far, 
with their monthly and yearly averages 
(low and high) of Italian securities 
negotiated in the United States from 
the respective date of issue onward 
and furnishes, besides, all the data re- 
garding each security in detail. 

It is further equipped with two de- 
tailed indexes, so arranged that the 
reader may find quickly the information 
he seeks upon all political, economic, 
financial and statistical questions per- 
taining to Italy and the world. 


-©- 


FIRST NATIONAL OF CHICAGO 
RETURNS TO DIVIDEND BASIS 


THE First National Bank of Chicago 
announced its return to a dividend 
basis, for the first time since the close 
of 1932, on December 13. At the same 
time arrangements were completed for 
retirement of $10,000,000 of the $25,- 
000,000 preferred stock held by the 
RFC. 

An initial quarterly dividend of $1 a 
share, placing the stock on a $4 annual 
basis was declared. 

The directors also voted to transfer 
$5,000,000 to surplus on December 31 
from a special reserve account. This 
will leave the bank with considerably 
more than $5,000,000 more in capital 
and surplus account than the $50,000,- 
000 required under its agreement with 
the RFC. 

The partial retirement of the pre- 
ferred stock will cut the potential power 
of the RFC in affairs of the bank. To 
date, the agency was able to exert 
absolute power, had it chosen through 
its 50 per cent. voting equity and the 
impossibility of mustering a full vote 
of the several thousand common share- 
holders. With its voice’ cut to 3744 
per cent. of voting strength, the RFC 
still could be a powerful factor, but it ~ 
no longer holds absolute control. ' © 





Current Conditions in Canada 


year has been remarkable for a 

number of important happenings 
which bear upon the welfare of Canada, 
according to the business summary of 
the Bank of Montreal. The summary 
says: 

In addition to the continued evidence 
of industrial progress, and a rise in em- 
ployment to the highest level in five 
years, there have been significant devel- 
opments in the wheat trade and in the 
tariff relationship between Canada and 
other units of the British Empire. There 
has also been a conference between rep- 
resentatives of the Dominion and of the 
provinces with the object of determin- 
ing in a constructive manner a number 
of questions of grave concern to every 


part of Canada. 
x * * 


[we final month of the calendar 


With respect to the wheat trade, the 


outlook for a solution of Canada’s mar- 
keting problem is improved through 
world conditions and by the action of 
the Government of Argentina in fixing 
the price of wheat to producers in that 
country on a basis which, at the pre- 
vailing rate of exchange, approximates 
90 cents per bushel. The reported rea- 
sons for this decision were taken to im- 
ply that Argentina will have compara- 
tively little wheat for export during the 
next twelve months and world wheat 
markets rose sharply. Demand for Can- 
ada’s wheat came into the Winnipeg 
market in volume and prices advanced 
in one day the full three cents permit- 
ted under the regulations of the Grain 
Exchange. Export demand is continu- 
ing. 
ee 

In the field of tariffs the Government 
has brought to an end the system of 
arbitrary valuations for customs pur- 
poses as applied to Empire goods, and 
thereby has terminated a controversy 
which has been going on since shortly 
after the Ottawa Conference in 1932. 
The announcement stated that there will 
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be no dumping duties other than those 
which apply when the selling price in 
Canada, of the imported article, is be- 
low that in the country of origin. At 
the same time the existing preferences 
to Empire goods when shipped direct to 
the Dominion were made applicable to 
such commodities when trans-shipped in 
any British country whether such coun: 
try enjoys the Canadian preference or 
not. Canada’s external trade for the 
month of November was higher in value 
than that of any corresponding ‘month 
since 1930. 
ee ee 

At the Conference between the Do- 
minion Government and the heads of the 
Provincial Governments one of the prin- 
cipal questions discussed had to do with 
the cost of unemployment relief. Al 
though the total gain in employment 
during the year is estimated at being in 
the neighborhood of 50,000, more than 
one million are still receiving direct un- 
employment relief. At the same time 
it appears that the per capita relief costs 
are increasing, a fact which suggests the 
need of greater supervision, particularly 
in urban areas. At the conference it 
was decided to carry out the earlier in- 
tention of the Dominion Government of 
creating a Dominion Employment Com- 
mission for the purpose of co-ordinating 
existing agencies and to take an unem- 
ployment census in which those coming 
within the general designation of “un- 
employables” will be classified. In the 
meantime, the Dominion will continue, 
and to some extent increase, unemploy- 
ment relief allowances to the various 
provinces. 

ee Tee 

Business generally has been more 
buoyant than at this period of last year. 
Both urban and country retailers report 
that the public is buying on a larger 
scale than a year ago and that the de 
mand for Christmas specialties was no 
ticeably brisker. There is clear evidence 
of greater purchasing power in the 











BANK OF MONTREAL 


Established 1817 
A presentation, in easily understandable form, of the Bank’s 
ANNUAL STATEMENT 
31st October, 1935 


LIABILITIES 
LIABILITIES TO THE PUBLIC 

Deposits . ° ° i ° . $676,944,866.06 
Payable on demand “and after notice. 

Notes of the Bank in Circulation 3 : : ; .  29,959,128.50 
Payable on demand. 

Bills Payable : - 2 ‘ ‘ : 353,011.79 
Time drafts issued and outstanding. 

Acceptances and Letters of Credit Outstanding . : 7,066,426.26 


Financial responsibilities undertaken on behalf of customers 
(see off-setting amount [x] in “Resources’’). 


Other Liabilities to the Public é ; ; 1,784,347.07 
Items which do not come under the foregoing headings. Bee Sara Sey 
Total Liabilities to the Public ; : : ; . $716,107,779.68 
LIABILITIES TO THE SHAREHOLDERS 
Capital, Surplus and Undivided Profits 
and Reserves for Dividends P .  76,665,093.08 
This amount represents the shareholders’ interest in the Bank, over 
which liabilities to the public take precedence. 


Total Liabilities . ; : : : ‘ i . $792,772,872.76 


RESOURCES 
To meet the foregoing Liabilities the Bank has 

Cash in its Vaults and Money on Deposit with Bank of Canada $ 82,711,635.13 

Notes of and Cheques on Other Banks ; : : 27,614,596.16 
Payable in cash on presentation. 

Money on Deposit with Other Banks ; - ‘ ; .  37,764,631.60 
Available on demand or at short notice. 

Government and Other Bonds and Debentures : - 361,769,848.49 
Not exceeding market value. The greater portion consists of gilt- 
edge securities which mature at early dates. 

Stocks : . é ; : : . : : 103,872.95 
Railway and Industrial and other stocks. Not exceeding market value. 

Call Loans outside of Canada : 2 18,835,238.07 
Secured by bonds, stocks and other negotiable recestnes of greater 
value than the loans and representing moneys quickly available 
with no disturbing effect on conditions in Canada. 

Call Loans in Canada ‘ 4,435,736.20 


Payable on demand and secured ‘by bonds ond stocks of greater 
value than the loans. 


Bankers’ Acceptances . ‘ ; : : ; 139,252.54 
Prime drafts accepted by other benks. 


TOTAL OF QUICKLY AVAILABLE RESOURCES . : . $533,374,811.14 
(equal to 74.48% of all Liabilities to the Public) 
Other Loans : : : : : - . 234,461,311.20 
To manufacturers, farmers, merchants and others, on conditions 
consistent with sound banking. 
Bank Premises : ; 14,500,000.00 
Three properties only are "carried in the names of ” polding com- 
panies; the stock and bonds of these companies are entirely owned 
by the Bank and appear on the books at $1.00 in each case. All 
other of the Bank’s premises, the value of which largely exceeds 
$14,500,000, appear under this heading. 
Real Estate, and Mortgages on Real Estate Sold by the Bank 1,523,432.05 
Acquired in the course of the Bank’s business and in process of 
being realized upon. 
x Customers’ Liability under Acceptances and Letters of Credit 7,066,426.26 
Represents liabilities of customers on account of Letters of Credit 
issued and Drafts accepted by the Bank for their account. 


Other Assets not included in the Foregoing 7 : ; 1,846,892.11 
Making Total Assets of : ‘ : ‘ . $792,772,872.76 
to meet payment of Liabilities to the Public ye 716,107,779.68 

leaving an excess of Assets over Liabilities to the Public of $ 76,665,093.08 


management and the extent of its resources. For 118 years the 


‘ The strength of a bank is determined by its history, its poticy, | 
Bank of Montreal has been in the forefront of Canadian finance 
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Prairie Provinces for, although to date 
the returns from wheat have been un- 
satisfactory, the farmers’ revenues from 


beef cattle, dairy products, eggs, et 
cetera, have been substantially higher. 
The mining industry continues to show 
great activity; the production of news- 
print for November, at 262,854 tons, 
was the highest ever recorded for that 
month; and in lumber the exports 
of planks and boards in November 
amounted to 121,444,000 board feet as 
compared with 120,558,000 feet in No- 
vember, 1934. Manufacturing activity 
is being maintained at a satisfactory 
level and many firms have recently 
found it necessary to increase their 
working forces instead of decreasing 
them as often happens at this season. In 
November the automobile industry pro- 
duced 13,496 units as compared with 
8,313 in October and 1,697 in Novem- 
ber, 1934, but this large gain was due 
to an earlier start upon new models. 


CANADIAN BANK OF 
COMMERCE 


THE annual statement of the Canadian 
Bank of Commerce submitted at the 
close of business, November 30, 1935, 
shows a net profit for the year, after 
making appropriation to the Contingent 
Reserve Fund, and providing for bad 
and doubtful debts, of $4,068,015.90. 


This profit has been appropriated as 
follows: Dividends Nos. 192, 193, 194, 
195, at 8 per cent. per annum, $2,400, 
000; Dominion and Provincial Govern- 
ment taxes, $600,000; transferred to 
Pension Fund, $252,621; written off to 
Bank Premises, $150,000. The balance 
carried forward is $665,394.79. The 
total resources of the bank are now 
$629,536,511.68. 


. In the president’s report to the stock- 
holders he commented on the absorp- 
tion and exchange of branches: 


“During our fiscal year we have 
opened two new branches and have con- 
tinued our policy of reducing overhead 
expense by arranging with other banks 
an exchange of branches at points where 
the available volume of business proved 
too small to maintain offices competing 
with one another. Through these nego 
tiations we have closed twenty-three 
branches and have absorbed the business 
built up by other banks at twenty-four 
points. In addition we have closed our 
offices at sixteen other places and amal- 
gamated the local business with that of 
adjacent branches of our own. The net 
result of these changes is that our oper’ 
ating branches now total 632. 


“This process of exchanging business 
with competitors is difficult to accom: 
plish rapidly for it is no easy task to 
weigh the value, present and: prospec’ 
tive, of what is offered against what one 
is called upon to surrender. There is 
as well a natural reluctance on both 
sides to lose the expenditure of money 
and effort which has been required to 
establish the foothold achieved. Progress 
is, however, being made and the bank: 
ing system is healthier for it.” 





ADVERTISING 


AND PUBLIC 


RELATIONS 


Edited by Malcolm Davis 


How Banks Are Advertising 


Industries—and Their Bank” is 

being used by the Bank of Mont- 
real to identify each ad of a new series. 
In dialogue form, a mechanic and 
a sales clerk tell how, by thrift and 
diligence and assistance from the 
bank, they attained their homes, fur- 
niture, car and so on. In another ad- 
vertisement, Mr. Retailer and Mr. 
Manufacturer talk their business rela- 
tionship over and discover how helpful 
the bank has been to them. Another 
ad presents Henry and Angus recalling 
their small start in the dairy business 
—and how the bank helped them to 
prosper. The illustrations in the series 
are, of course, excellently adapted. In 
each case, after the dialogue, there is 
some straight copy presenting the bank’s 
services. For example, after the me- 
chanic and the sales clerk tell their 
story about “Successful Home-making 
—Canada’s Greatest Industry” there is 
a piece about “Some of the Bank’s Serv- 
ices to Thrifty Canadians” including 
“Personal savings accounts; banking by 
mail; safekeeping of securities and othe 
valuable papers; chequing accounts; let- 
ters of credit; money orders and trav- 
eller’s cheques.” 


Tins sentence “Canadians and Their 


MY THIRD SPEECH 


A booklet from The First National 
Bank of Miami, Florida, publishes the 
speech made by Edward S. Romfh, 
president of the bank, at the annual 
convention of the Florida Bankers’ As- 
sociation. The foreword, by Mr. Romfh, 
8 certainly something. Here ‘tis: 

“IT made a speech in 1921. My 
friends assured me the veracity of my 
discourse was undeniable, but urged 


me to take a vacation of at least sixty 
days’ duration. 

“Some years later I made another 
speech. That earnest effort was re- 
warded by a law suit. 

“Herein now is my third speech. In 
connection with this speech I wish to 
announce I have checked over my life 
insurance and paid the preacher. To 
anyone who may disagree with my senti- 
ments, I recommend the soothing in- 
fluences of an outing and fishing trip 
to Florida. I emphatically refuse, how- 
ever, to quit making speeches.” 

While we can’t reprint Mr. Romfh’s 
speech (although we'd like to) we can 
say that after the above send-off wild 
horses couldn’t have kept us from read- 
ing it. And our efforts were well re- 
warded. 

The booklet, by the way, is a phy- 
sically attractive vehicle for some very 
vigorous arguments. 


DECEMBER 8, 1865 


On that day, eight months after the 
evacuation of Richmond, the State-Plant- 
ers Bank and Trust Co. (Richmond, 
Virginia) was founded. A series of 
advertisements, celebrating this seventi- 
eth anniversary, starts off with one that 
sketches by illustration and story, this 
evacuation. It winds up with a para- 
graph on “Today—seventy years later 
—the bank still adheres to that policy 
of usefulness.” Other ads in this series 
take other historical events in chron- 
ological order such as: On January 24, 
1870, the Act was passed which re- 
admitted Virginia to the Union; in 1883 
application was made to the city coun- 
cil for permission to light the city by 
electricity and some of the Councilmen 
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felt “it was a dangerous and frightful 
thing and would kill people”; in 1914, 
shortly after the Federal Reserve System 
was enacted by law, Richmond was 
chosen as the seat of the Fifth Federal 
Reserve System. Each ad in this series 
stresses the idea that today will find 
the same courteous and useful service 
provided for Richmond citizens by the 
bank as was provided in the past. in- 
cluded in the advertisements of this 
series is an announcement inviting cus- 
tomers and friends to visit the head 
office of the bank and inspect a lobby 
display depicting the bank’s history. Not 
content with one series in celebration 
of its seventieth anniversary, the State- 
Planters has another one. Rather than 
include it in this section, we have in- 
dicated it for you under the section 
“Discovered In Bank Ads.” 


ANOTHER 1865 


Also seventy years of age is The First 
National Bank of Clarksville (Tennes- 
see). For its celebration this bank se- 
cured the co-operation of the local 
paper, the Clarksville Leaf Chronicle, 
which published a special edition for 
the occasion. With this edition was 
included a reprint of the Clarksville 
Weekly Chronical, vintage of November 
10, 1865, in which appeared the first 
advertisement and formal notice of the 
bank’s opening. Supplementing these 
features were others of equal interest: 
some three-score folks also celebrating 
their seventieth birthday were located 
and specially invited to the bank—the 
seventy-year-old ladies receiving an in- 
scribed pair of scissors and the gentle- 
men, of equal age, receiving an old 
fashioned four-bladed knife, also in- 
scribed; between eight and ten o'clock 
at night the young ladies of the bank 
were dressed in 1865 costumes and 
frappé was served in the directors’ room; 
furthermore visitors were given the “run 
of the bank” for that day and they 
swarmed through the lobby which was 
filled with flowers sent to the bank by 
friends, locally and at a distance. 
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CO-OPERATIVE ADVERTISING 


Member banks of the District of Co- 
lumbia Bankers’ Association, who have, 
for some little time, done some very 
fine co-operative advertising, come forth 
with a new campaign. This one pub 
licizes that excellent handbook “Banking 
Relations from the Customers’ Stand- 
point.” One ad of this series indicates 
that this new handbook contains prac 
tical information for “Executives; Own: 
ers of a business; Members of the pro: 
fessions; Women of financial respon: 
sibility; Everyone interested in inde 
pendence and personal progress.” Boxed 
in this ad are ten questions with the 
suggestion that the reader check these 
points: “Whose money does a_ bank 
use when it makes loans and _ invest: 
ments?; How do you qualify for and 
obtain bank credit?; Does the bank have 
money to lend?; How are loans made?; 
How should you conduct sound bank 
ing relations?; What makes the Bank 
a safe and profitable place for your 
money?; How is the management of the 
bank selected?; How do you profit by 
banking service?; What does your bank 
account do?; What does it cost to carry 
your account—how do you pay the 
bank?” Each ad of this series carries 
the line “Ask Any Local Bank for the 
Booklet.” 

SMALL SPACE 


It isn’t necessary to spend a whale 
of a lot of money to tell a story—and 
better tell something than say nothing. 
The First National Bank of Sharon, 
Pa., for example, does right well with 
advertisements sized 37/g inches square. 


At the top is the bank name. Next 
a large heading “OUR FRIENDS.” 
Then “bring us many new customers. 
In appreciation of this fact, we exert 
ourselves to the utmost to make it agree’ 
able and useful to them to bank with 
us. We constantly try to widen and 
extend the usefulness of this bank.” At 
the bottom of the ad is listed the 

of directors. You might not believe it, 
but there is plenty of white space, t00. 
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Quick Glimpses 


“LocoMOTIVES Move Freight—they do 
not make it” says The First National 
Bank and Trust Company (New 
Haven, Conn.) under an illustration of 
three huge locomotives. “In like man- 
ner, bank loans aid but cannot, by them- 
selves, create a business revival.” ... 
A little four page card from The Na- 
tional City Bank of New York lists the 
date of sailing, time of sailing and 
steamers that sail to and from New 
York. Page two shows European mails 
to eight European ports and six South 
American ports; page three shows mail- 
ings from these same ports and time of 
arrival in New York... . 

“Use This Happy Fellow for a Tree 
Hanger” says The Sullivan County 
Trust Company (Monticello, N. Y.). 
The happy fellow being a cut out 
which, on one side, shows a very fat, 
cheery Santa Claus with a pack-full; on 
the other is printed the bank name and 
it invites folks to join the bank’s Christ- 
mas Club. . . . A booklet, most attrac- 
tively covered, comes from the Hamil- 
ton National Bank (Chattanooga, 
Tenn.) which relates the story of the 
bank as told by its president, T. R. 
Preston, on the occasion of its thirtieth 
anniversary (and the forty-sixth anni- 
versary of its predecessor, The South 
Chattanooga Savings Bank)... . 

An ad of the Bowery Savings Bank 
depicts two elderly people thoroughly 
enjoying some leisure—it seems that 
they also depict how the newlyweds 
“you saw in church Sunday will spend 
their old age” because they opened a 
Savings account....The Central 
United Bank of Cleveland urges their 
friends to visit them and see the bank 
at work—and the illustrations of the 
series show various departments work- 
ing busily and competently. . . 

Without business credit, the manu- 
facture of tires would be reduced to a 
“made on order” basis; with such credit 
good service at a tire dealer’s is pos- 
sible—this example from The First-Me- 


chanics National Bank (Trenton, N. J.) 
is used in one of a series of ads whose 
running head is “Bank credit supplies 
every necessity and convenience of 
American civilization today—for in- 
stance.” . . . The Rochester Trust and 
Safe Deposit Company (Rochester, 
N. Y.) advertises “Loans to Meet Tem- 
porary Needs—solve personal as well as 
business needs. Rochester Trust is mak- 
ing loans for both these purposes.” . . . 
On the occasion of its seventieth anni- 
versary, the Commerce Trust Company 
utilizes this opportunity of rededicating 
itself “to Kansas City and the South- 
west.” ... 

The Lincoln Bank and Trust Com- 
pany (Louisville, Ky.) has been adver- 
tising local industries and showing the 
part the bank plays in those industries; 
tobacco being Kentucky’s largest cash 
crop, the bank tells how it is helpful in 
assisting loose-leaf sales, the export to- 
bacco business, the cigarette manufac- 
turing business, the manufacture of 
cigars, smoking tobacco, plug tobacco 
and snuff . . . (anybody got a match?). 
. . . “Preferred Rates for Preferred Real 
Estate Loans” is the contribution of the 
Citizens National Trust and Savings 
Bank to the progress of recovery: the 
advertisement states that for construc 
tion “of owner-occupied, favorably lc- 
cated homes, we offer ten year loans 
at interest rates as low as 5 per cent.” 
. . . The Huntington National Bank of 
Columbus (Ohio) is combating false 
notions; taking the chap who said that 
2 per cent. of the people own 80 per 
cent. of the wealth as “The Man No- 
body Knows,” one particular ad of the 
series shows that there are no facts sup- 
porting such a statement and shows also 
that one of every two persons holds a 
life insurance policy and one in three is 
a stockholder in American enterprises. 


“Let TIME make money for you” 
advises the Hampden Savings Bank 
(Springfield, Mass.) in an ad that in- 





110 THE BANKERS MAGAZINE 


vites savings accounts. . “Tampa 
Topics” heads an ad that talks about 
Tampa as Florida's richest trading area 
in terms of interesting facts and figures 
—presented by The First National Bank 
of Tampa. . . . In a series of advertise- 
ments “answering questions a depositor 
might ask about his bank” the Rhode 
Island Hospital National Bank discusses 
problems of the loaning officer under 
the heading “ ‘Yes’ or ‘No’?—The an- 
swer is not so simple.” . . . The Mer- 
chants National Bank (Port Arthur, 
Texas) finds that most collateral loans 
were for some useful purpose such as 
the payment of taxes, insurance pre- 
miums, home modernization and such— 
hence the bank advertises an explanation 
of all this and invites more loans of a 
like nature... . 

A series of advertisements from the 
First National Bank in Spokane 
(Wash.) tells how the “First National 


Lends to Retailers” and to “Manufac- 
turers,” to “Individuals,” on “Secu- 
rities,” on “New Automobiles,” and 
under “The F. H. A. Plan”—above 
these headings are appropriate illustra- 
tions—below them, explanatory copy. 
... “Why Wait Until 1936?” asks 
the Trust Company of Georgia (At- 
lanta)—right now, the ad points out, is 
the time to “put your house in order” 
by “the making of a Will; the pur- 
chase of additional life insurance; and 
the other steps necessary to give your 
family the protection to which they are 
entitled.” . . . Advertising its new 
bank-by-mail service as “an added con- 
venience for checking account custom- 
ers,” the Marshall & Ilsley Bank (Mil- 
waukee, Wis.) indicates just how 
convenient it all is “If you are a— 
Business Executive; Doctor, Dentist or 
Lawyer; Travelling Salesman; Teacher; 
Busy Mother.” . 


Discovered in Bank Ads 


TuHaT the unwritten clause now in the 
will of every person of means, because 
of Federal estate taxes, is a bequest of 
“2 per cent. to 70 per cent. of all my 
estate in excess of $40,000 to the Gov- 
ernment—in cash” (Provident Trust 
Company, Philadelphia, Pa.). . . . That 
one quarter of all the wholesale dollars 
paid out for American automobiles and 
accessories is spent in Cleveland (The 
Cleveland Trust Company). . . . That 
Milwaukee, though 12th in size, ranks 
ahead of all but eight American cities 
in total value of manufactured prod- 
ucts—the normal output of Milwaukee's 
factories is valued over $750,000,000; 
that Wisconsin, though 13th in popula- 
tion ranks 10th among all states (First 
Wisconsin National Bank). 

That “No Pocketbook Is Thin Enough 
to Escape Taxes” (The Huntingdon 
National Bank, Columbus, Ohio). . . . 
That checks totaling $110,000 are be- 
ing distributed to the members of “our” 
1935 Christmas Club (Dauphin De- 
posit Trust Company, Harrisburg, Pa.). 


... That when The American Na- 
tional Bank of Kalamazoo, Mich. 
opened for business on November 1, 
1933, it had no deposits and now has 
total resources of $4,645,196.41. . . . 
That a gift for anyone is a savings ac 
count opened at The Royal Bank of 
Canada. ... That during 1934, ap 
proximately 3600 residential units in 
Chicago were destroyed while only 189 
residential units were constructed 
(Chicago Title & Trust Company). ... 

That latest Government reports esti- 
mate Iowa's 1935 corn yield 90 per 
cent. ahead of last year’s and that 
“Towa Is Happy!” (Central National 
Bank and Trust Company, Des Moines, 
Towa. . . . That the savings deposits 
of the 14,173 banks throughout the na- 
tion who are members of the F. D. I. C. 
increased 5 per cent. during the first 
half of 1935, while the deposits of The 
Morris Plan Bank of Virginia, also a 
member of the F. D. I. C., increased 11 
per cent. during the same period. . . . 
That a Puerto Rico man banks $50 @ 
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month with the Merchants National 
Bank of Mobile, Alabama, and the bank 
doesn't know why but hopes it is be- 
cause they try “to deal in more than 
just mere money”... (also that a 
Kansas City man, a Virginia man, a 
Sea-going Captain, and so on, also bank 
with the Merchants National—the bank 
trying at all times to “deserve such high 
regard by consistently and strictly ob- 
serving the fundamentals of sound bank- 
ing and by doing a little more than is 
required or expected”). . . . That “Re- 
serve Power Wins” (and so does a 
savings account at The Williamsburgh 
Savings Bank, Brooklyn, N. Y.)... .« 
That centuries ago, when the geese 
flew high, people believed it to be a 
sign of fair weather and said, “The 
goose honks high.” “Honks” was cor- 
rupted to “hangs” and the expression 
came to mean “everything is satisfac- 
tory"—and that “The man who estab- 
lishes banking connections with a strong, 
experienced bank”—(The Broad Street 
National Bank of Trenton, N. J.)—“is 
more apt to find everything satisfac- 
tory.” . . . That through April to Sep- 
tember, 1935, The American National 
Bank, Nashville, Tenn., made over 1000 
new loans per month. . . . That one of 
the world’s greatest books is a bank 


book (The National Baik of Topeka; * 


Kansas). . . . That it is better to keep 
your valuables in a safe deposit box 
than to offer a “Liberal Reward for the 
return of Lost Valuables” (Camden 
Safe Deposit and Trust Company, Cam- 
den, N. J.).... That it is “Not a 
Sin” to borrow money (Bank of New 
Hyde Park, Nassau County, N. Y.). 


Interesting things about Richmond, 
Va., discovered in another anniversary 
series of the State-Planters Bank and 
Trust Co. (note previous mention in 
this department. . . . That thirty to forty 
billion cigarettes are manufactured in 
Virginia—total value of tobacco prod- 
ucts around $170,000,000. . . . Eight- 
een of Virginia's paper, pulp and paper 


111 


products plants are located in Richmond 
—employing some 5900 persons—an- 
nual output valued at $37,000,000. . . . 
That nearly one-half of America’s en- 
tire annual output of blotting paper is 
manufactured in Richmond. . . . That 
73 of Virginia’s 220 printing and pub- 
lishing plants are in Richmond—employ- 
ing around 2500—output valued at 
nearly $12,000,000. ... That 34 of 
Virginia’s 243 flour, meal and bakery 
products plants are in Richmond—em- 
ploying some 2181—output valued at 
nearly $17,000,000... . 

To wind this up before we get too 
involved in this Ripley business, let 
us relate a story discovered in a 
Thanksgiving ad of The Citizens & 
Southern National Bank (Georgia). Ac- 
cording to the ad the story is told of a 
traveler who  believed—“That two 
words would enable a person to get 
along in any strange country. Accord- 
ingly, he learned to say “Thank You’ 
in nineteen different languages.” 

Taking this as a cue—to readers of 
this department—to all those who send 
us copies of their current advertising: 
“Thank You!” nineteen different ways 
and in nineteen different languages (you 
pick the languages—we'll think of the 
ways). Furthermore, while it may not 
be so appropriate to wish you all a 
Happy New Year by the time you read 
this far, it surely is at the time that 
this is written. Hence—A Happy New 
Year—and dismiss the chronology. . . . 


“MONEY IN SMALL SUMS” 


A PAMPHLET with the above title by 
N. M. Reeder has been prepared by 
the New York Association of Finance 
Companies. Its purpose is to present 
in brief form essential data concerning 
the small loan business in New York 
State; the law under which finance com- 
panies operate and a list of sources for 
additional information. The pamphlet 
contains a list of the members of the 
association. 





“I have seen thy tears: 
behold, I will heal thee” 


KINGS I1:20,5 


N the spirit of God who “healeth the 

broken-hearted and bindeth up their 
wounds,” let us give to the voluntary 
hospitals of New York—who eare for 
two-thirds of all the city’s hospital 
patients. 


Only ONE IN 18 of their patients 
is able to fully pay for his care! 


The doctors of the hospitals do their 
share in the $44,000,000 worth of time 
they give, that is not paid for. 

Now let us give our share, in con- 
tributing toward the MINIMUM of 
$2,000,000 that’s asked for. 

UNITED HOSPITAL CAMPAIGN 
COMMITTEE, 14 Wall St., New 
York, and 135 Montague St., Brooklyn. 


The voluntary hospitals get no State 
or Federal funds 


“The hospitals are drawing on capital funds 
. . . in order to carry on their work of caring 
for the sick and needy. This condition cannot 
afford to go on.”,—GEORGE WHITNEY 


“The task the hospitals perform is not confined 
to class or creed. The hospitals of New York 
need our support.”—FELIX M. WARBURG 


“With the Government supporting so many 
other classes of sufferers, it is up to the indi- 
viduals to support their hospitals. They hav en't 
asked for any major contribution before.” 
—LEWIS W. DOUGLAS (former U. S. 
Budget Director) 





IN THE MONTH’S NEWS 


BRIEF ITEMS FROM THE NEWS ABOUT BANKS AND BANKERS 


—___— 


MID-WINTER TRUST 
CONFERENCE 


THE trust division of the American 
Bankers Association will hold its annual 
midwinter conference in the Waldorf- 
Astoria Hotel on Feb. 11 to 13, inclu- 
sive. The annual dinner will take place 
on the final day of the conference. 
Three formal sessions, two informal 
sessions and two informal discussion 
meetings are scheduled for each day. 
The conference will cover current trends 
in trust services, with particular em- 
phasis upon probable future problems. 


BANK OF AMERICA DIVIDEND 


Directors of the Bank of America 
N. T. & S. A., met last month and de- 


clared an extra dividend amounting to 
$1,000,000 in addition to the regular 
quarterly dividend of $1,250,000, bring- 
ing total dividends of the national bank 


for 1935 to $6,000,000. Directors of 
Bank of America, California, associated 
state bank, declared the regular quarterly 
dividend of 42 2/3 cents a share on the 
60,000 outstanding shares. 

L. M. Giannini, president, reported 
to the board marked improvement in 
business conditions throughout Cali- 
fornia. He stated that the Bank of 
America N. T. & S. A. during the 
month of October made 20,357 loans for 
an aggregate amount of $34,008,930. 
Of this amount, $2,685,328 were in real 
estate loans, $762,295 in mutual mort- 
gage loans, and $1,915,718 in modern- 
ization loans. The balance was in com- 
mercial loans to business, industry and 
agriculture. These figures do not in- 
clude loan renewals, real estate con- 
tracts, commercial paper or call loans. 
During October the net increase in the 
loan total was $6,393,662. 

Dr. A. H. Giannini, chairman of 
the bank’s general executive committee, 
in commenting on this report, said: 


‘This is the first substantial evidence of 
a change in the loan trend, indicating a 
returning confidence and a business, in- 
dustrial and agricultural expansion on 
an extensive scale. The change augurs 
well for continued increased, profits in 
the months ahead. Business and the 
bank will profit alike. Money has been 
a drug on the market, but the indica- 
tions are that this condition is rapidly 
changing.” 


FLORIDA GROUP ISSUES JOINT 
STATEMENT 


A COMBINED statement folder showing 
the November 1 condition of the First 
National Group has been issued. The 
First National Group consists of the 
First National Bank of Miami, Fla., the 
Coral Gables First National Bank, Coral 
Gables, Fla., and the Little River Bank 
and Trust Company, Little River, Fla. 
Added to the statement of each institu- 
tion is a detailed list of stocks and bonds 
owned. 


GENERAL MOTORS OVERSEAS 
SALES 


SaLes of General Motors cars and 
trucks to dealers in the overseas mar- 
kets during November totaled 22,737 
units. This volume represents an in- 
crease of 39.4 per cent. over sales in 
the corresponding month of last year, 
and 16.7 per cent. over sales in October 
this year. 


BANKS—AND WHAT THEY DO 


“THE banks have done a great deal for 
us and are a help to the community,” 
says June Rademacher of the eighth 
grade of an Irvington, New Jersey 
school, in concluding her prize-winning 
essay on banking. 

Two prizes of bank books with initial 
deposits of $5.00 were offered by the 
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Irvington National Bank in connection 
with chalk talks given at two of the 
schools. These talks are part of the edu- 
cational program sponsored by the Es- 
sex County Chapter of the American 
Institute of Banking. 


EASTERN SAVINGS 
CONFERENCE 


THE annual Eastern Savings Confer- 
ence, sponsored by the Savings Division, 
American Bankers Association, will be 
held at the Waldorf-Astoria, New York 
City, March § and 6, 1936, it is an- 
nounced by Philip A. Benson, president 
of the division and president of the 
Dime Savings Bank of Brooklyn. In 
addition to the banquet to be held on 
the evening of Thursday, March 5, and 
two luncheon meetings, four formal ses- 
sions will be held, two on Thursday, 
March 5, and two on Friday, March 6 

The address at the banquet will cover 
a subject of national importance, the 
association’s announcement states, and 
the addresses at the luncheon comprise 
various subjects of current interest. 
Among the subjects which will be in- 
cluded are railroad reorganizations, 
mortgage loans, municipal, state and 
federal indebtedness, development of 
personal loan departments and the com- 
petition now facing savings banks 
through outside financial agencies. 
Others will have to do with revising 
legal lists in states where savings banks 
are restricted to such investments and 
developing new credit service in other 
states. 

States included in the conference area 
are Connecticut, Delaware, District of 
Columbia, Maine, Maryland, Massa- 
chusetts, New Hampshire, New Jersey, 
New York, Pennsylvania, Rhode Island, 
Vermont, Virginia and West Virginia. 


295TH DIVIDEND PAID 


THE 295th dividend of the Bank of the 
Manhattan Company, New York City, 
was paid on January 2. The quarterly 
dividend of 37 cents a share was pay- 
able to stockholders of record at 3 p. m. 


Eastern Standard Time on December 
17. The transfer books were not closed, 
The board of directors of the bank 
also made the following appointments 
of officers: Daniel O. Dechert, Jr., as 
an assistant secretary; Edward J. Carle- 
ton, Jesse Harvey, and Joseph M. Hay- 
den, as assistant cashiers; Risdon G. 
Wright, as assistant trust officer. 


NEW YORK TRUST DIVIDEND 


AT the meeting of the board of trustees 
of The New York Trust Company on 
December 18, a quarterly dividend of 
5 per cent. on the capital stock was de- 
clared payable January 2, to stockhold- 
ers of record at the close of business on 
December 21, 1935. 


TULSA BANK PAYS STOCK 
DIVIDEND 


FoUR HUNDRED common. stockholders 
of the First National Bank and Trust 
Company of Tulsa, Oklahoma, received 
a 20 per cent. stock dividend, amount- 
ing to $250,000, payable January 2. 
This is the first dividend on common 
stock since 1931. 

The dividend to common stockholders 
is payable in common stock and will 
amount to one share of the new stock 
—nonvassessable under the terms of the 
recently revised banking act—to each 
five shares now held. Payment was 
made to stockholders of record on De- 
cember 30. 

The president, R. Otis McClintock, 
also announced that the bank is drawing 
on its undivided profits account to re- 
purchase $250,000 of the $1,250,000 of 
preferred stock which Reconstruction 
Finance Corporation acquired from the 
bank 14 months ago. The repurchased 
preferred shares will be cancelled. 

The capitalization will remain at 
$2,500,000, with $1,000,000 in preferred 
stock still held by the RFC and $1,500, 
000 in common stock. The surplus ac’ 
count is $500,000, and the undivided 
profits account will be approximately 
$525,000. 

President McClintock said, “The div 
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rectors and officers of the bank are 
pleased with the current year’s opera- 
tions. The bank has enjoyed a substan- 
tial increase in deposits, and a large 
increase in accounts. The resulting 
profit made it convenient and profitable 
to retire 20 per cent. of the preferred 
stock and thereby increase the common 
stockholders’ ownership.” 


SPRAGUE AND MADDISON 
ELECTED DIRECTORS 


Dr. O. M. Spracue and Arthur N. 
Maddison were elected directors of the 
National Shawmut Bank of Boston at 
the annual meeting. Dr. Sprague, who 
is Converse Professor of Banking and 
Finance at Harvard University, was 
executive assistant to the United States 
Treasury after having been economic ad- 
viser to the Bank of England. Mr. 
Maddison is a partner in DeBlois & 
Maddison. 


CHASE BANK CLUB AWARDS 


THE annual meeting of the Chase Bank 
Club, an organization of Chase National 
Bank employes, was held December 18 
at the Waldorf-Astoria. Winthrop W. 
Aldrich, chairman of- the board of di- 
rectors, and H. Donald Campbell, presi- 
dent of the bank, briefly addressed the 
assembled club members. 

Reeve Schley, vice-president, pre- 
sented awards to winners of the Can- 
non Prize Contest which is an annual 
examination in general banking subjects. 
The ten highest ratings in this year’s 
examination taken by almost 400 em- 
ployes, were received by Frank A. Rich- 
ards, John J. Moynahan, R. S. Wal- 
lace, F. N. Garrett, Jr., Charles E. 
Lobdell, Howard F. Allen, Frederick 
Pollman, Albert Widmer, George R. 
Thomson and James Warrell in the or- 
der named. 

The Samuel H. Miller Prize, awarded 
each year to the Chase employe attain- 
ing the highest academic standing in 
the American Institute of Banking 
course, was won by Kennedy Buell. 
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SIXTY-FIVE YEARS OF SERVICE 


IN commemoration of its sixty-five years 
of banking service, the Continental 
Bank and Trust Company of New York 
has published a history of New York's 
banking institutions called “Sixty-five 
Years of Progress and a Record of New 
York City Banks.” 

Since the first bank was organized 
here in 1784, the book says, about 640 
banks, trust companies and private bank- 
ers have received charters. Today there 
are only ninety-seven houses in business. 
In addition to a history of the Con- 
tinental Bank, the book includes a 
record of obsolete as well as existing 
institutions. 


C. L. MOTT HEADS BANK 


Directors of the New Brunswick Trust 
Company of New Brunswick, N. J. 
have announced the election of C. L. 
Mott as president of the institution to 
succeed Waldemar H. Fries, who re- 
signed. 

Mr. Mott entered the employ of the 
bank in 1906 as a messenger boy. He 
rose to be assistant treasurer and as- 
sistant secretary and assumed his new 
duties on December 19. 


FREDERICK S. PARKER 


GuaRANTY Trust Company of New 
York has announced the appointment of 
Frederick S. Parker as second vice-presi- 
dent. 


MORRIS PLAN BANK OF 
VIRGINIA DIVIDEND 


THE regular 3 per cent. semi-annual 
dividend was paid by the Morris Plan 
Bank of Virginia on December 31, 
amounting to $18,000 or 50 cents a 
share. Thomas C. Boushall stated at 
the December meeting of the board of 
directors that 1935 had been perhaps 
the best ‘year in the bank’s history as to 
profits, growth of total resources, and 
increase in loans and deposits. The 
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directors have voted to retire 25 per 
cent. of the $300,000 preferred stock 
outstanding. 


“AN APPRECIATION FUND” DIS- 
TRIBUTED BY GENERAL 
MOTORS 


CHRISTMAS and New Year greetings, 
and acknowledgment of the loyalty and 
effectiveness with which the General 
Motors Corporation organization had 
met the difficult problems of the past 
year, were applied in a practical way, 
by Alfred P. Sloan Jr., its president. 
“An Appreciation Fund” of $5,000,000 
was distributed throughout domestic 
divisions and subsidiaries the day be- 
fore Christmas. The amount distrib- 
uted to each eligible individual was $25. 

As a result of the co-operation of all 
employes, Mr. Sloan said, “Important 
progress has been recorded and higher 
standards of operating technique have 
been brought about. And, with it all, 
there has been a materially greater con- 


tribution in the way of employment, 
with greater continuity and higher in- 
come to the worker. And still again, 
the corporation’s products represent a 
still higher standard of value. Thus, 
the welfare of the entire community is 
promoted.” 


STATE STREET, TRUST 
DIVIDEND 


THE directors of the State Street Trust 
Company of Boston, Mass., have de- 
clared the regular quarterly dividend of 
$2.00 a share payable January 2, 1936, 
to stock of record December 20, 1935. 


FIRST “SEASONAL BANK” 


New Jersey is to have the first “sea- 
sonal bank.” A certificate has been 
issued permitting the Ocean County 
National Bank of Point Pleasant Beach 
at Point Pleasant, N. J. to establish an 
agency for operation from May 1 to 
November 1 each year. Authority for 


the issuance of such certificates was 
conferred upon the comptroller of the 
currency by an amendment to the na- 
tional banking statutes, as a part of 
the Act of 1935. Such a seasonal 
agency is automatically revoked upon 
the opening of a state or National bank 
in such a resort community. 


INTEREST ON SAVINGS CUT TO 
14%. PER CENT. IN CHICAGO 


EFFECTIVE January '1, 1936, the rate of 
interest to be paid on savings deposits 
was cut from 2 per cent. to 1Y2 per 
cent. in accordance with a vote recently 
taken by the Chicago Clearing House 
Association. It is estimated that this 
means a saving of $2,000,000 in the 
amount of interest to be paid by mem- 
ber banks on their savings deposits in 
the coming year. 


RIGGS NATIONAL TO TRAIN 
EMPLOYES 


THE Riggs National Bank of Washing- 
ton, D. C., is conducting an educational 
course in customer relations for its 
employes under the direction of Gran- 
ville S. Jacobs, a specialist in this field. 
The course will be given over a six 
months’ period. The basic purpose is 
directed towards a constantly improved 
service to customers and the public 
generally. Each of the services of the 
bank will be studied not only from the 
standpoint of banking, but from the 
customer's point of view as well. 


DENVER BANK TO FINANCE 
AUTO PURCHASES 


THE Central Savings Bank and Trust 
Company of Denver, Colo., has decided 
to expand its personal loan department 
to include loans to individuals purchas- 
ing new automobiles. No endorsements 
are required on the paper, the auto 
mobile fulfilling the need for security 
on the loan. The loans are made over 
a period of 12 to 18 months. 
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IN THE MONTH’S NEWS 


CONFERENCE ON BANKING 
SERVICE 


An Eastern Conference on Banking 
Service, to be held under the auspices 
of the American Bankers Association in 
Philadelphia, January 23-24 is to be a 
part of a national program of banking 
development inaugurated by the Asso- 
ciation. The committees have recently 
been selected and the general chairman 
of the Philadelphia committees is Henry 
J. Haas of the First National Bank of 
Philadelphia, with O. Howard Wolfe, 
of the Philadelphia National Bank, as 
vice-chairman. 

The territory comprised in this East- 
ern Conference includes the states of 
Maine, New Hampshire, Vermont, 
Massachusetts, Connecticut, Rhode Isl- 
and, New York, New Jersey, Pennsyl- 
vania, Ohio, Maryland, Delaware, Vir- 
ginia, West Virginia, and District of 
Columbia. 

This conference will be the first of 
several to be held in various parts of 
the country presenting a program, the 
details of which are now in course of 
preparation. Six departmental forums 
to discuss a number of specialized bank- 
ing subjects are on the program for 
the first evening, and general sessions 
are called for both days. 

The general topic of the conference 
will embrace the managerial, legislative 
and operative problems confronted by 
all classes of banks and will be held in 
addition to the established trust and 
savings conferences regularly conducted 
under the auspices of the association. 
An outstanding phase of the meetings 
will be the development of plans for 
promoting a general better public under- 
standing in regard to the functions and 
policies of banks. 


FOLDER ON SOCIAL SECURITY 
TAXES 


A FOLDER showing at a glance pay roll 
taxes for unemployment and old age 
henefits, both Federal and New York 
State, has been prepared by Payroll Tax 


Bank Buildings 


20 years’ experience in designing bank 
buildings qualify us to modernize your 
present quarters—or design new ones— 
in a satisfactory, economical manner. 
Our survey may save you money. 


CHAS. A. HOLMES 


formerly of 


HOLMES & WINSLOW 
153 E. 38th Street - New York 


Forms, Inc., 29 Broadway, New York. 
It answers such questions as: 1. Who 
pays the tax? 2. When tax goes into 
effect? 3. Who must pay tax? 4. 
Rate of tax? 5. Credit against tax? 
6. When payable? 7. What portion of 
wages taxable? 8. The compensation of 
what workers are exempt from tax? 


BANKERS’ CONVENTIONS 


STATE 

May 4-6—Kansas-Missouri Bankers As- 
sociation, joint convention. 

May 7-8—Oklahoma Bankers Associa- 
tion, Mayo Hotel, Tulsa. 

May 12-13—NMississippi Bankers Asso- 
ciation. 

May 19-21—Texas Bankers Association, 
Hotel Rice, Houston. 

May 20-21—South Dakota Bankers As- 
sociation, Aberdeen. 

May 25-27—Illinois Bankers Associa- 
tion, St. Louis. 

July 19-20—Montana Bankers Associa- 
tion, Mount Glacier Hotel, Glacier 
Park. 

GENERAL 


January 23-24—Eastern Conference on 
Banking Service. Auspices of A.B.A. 
Bellevue-Stratford Hotel, Philadelphia. 

February 11-13—Trust Division, A.B.A. 
Annual Mid-Winter Conference, 
Waldorf-Astoria Hotel, New York 
City. 

March 5-6—Eastern Savings Confer- 
ence, Savings Division of A.B.A., 
Waldorf-Astoria Hotel, New York. 

April 27-29—A.B.A. Executive Coun- 
cil, Homestead, Hot Springs, Va. 

June 8 week—American Institute of 
Banking, Seattle. 





BOOKS FOR BANKERS 


WEBSTER'’S NEW INTERNATIONAL Dic- 
TIONARY. Second Edition. Spring- 
field, Mass. G. & C. Merriam Com- 
pany. 

THis is the tenth in the series of Web- 

ster and Merriam-Webster dictionaries, 

extending through more than a century 
of continued leadership in dictionary 

publishing. This edition contains 600,- 

000 entries. 

It is an epochal book, marking the 
culmination of more than a century of 
dictionary editing and publishing. Every 
resource of the Merriam-Webster tradi- 
tion has been utilized. Every feature of 
the Merriam-Webster tradition has been 
developed to new heights of usefulness. 
Like every edition among its predeces- 
sors, it establishes newer and higher 
standards, in size of vocabulary, in pro- 
nunciation, in etymology, in definition, 
in synonyms and antonyms, in pictorial 
illustrations, and in arrangement of 
matter. 

Leaders in every field of thought and 
activity have co-operated in the New 
Merriam-Webster to produce this rich- 
est and most fascinating instrument of 
education. 


AcTIONS AND REACTIONS. An Auto- 
biography. By Roger W. Babson. 
New York: Harpers. $4. 


TuHis is the vivid, colorful, autobio- 
graphical story of the founder of the 
Babson Statistical Organization. A many 
sided, stimulating personality and career 
are revealed. 


FroM FARM Boy TO FINANCIER. By 
Frank A. Vanderlip in collaboration 
with Boyden Sparks. New York: 
Appleton. $3.50. 


BANKERS will find this book of great 
interest describing as it does the story 
of the farm boy who rose to become 
head of the National City Bank in 
New York. Throws many interesting 
sidelights on banking history and the 
personalities with whom the author 
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came in contact such as Morgan, Harri- 
man, Schiff, the Rockefellers, Woodrow 
Wilson and many others. 


ANALYSIS OF INDUSTRIAL SECURITIES, 
By John H. Prime. New York: 
Prentice-Hall. $4.00. 


THis book serves as a guide for the 
individual investor in analyzing present 
and prospective investments, and as a 
manual for the student whose vocation 
it will be to analyze industrial securi- 
ties. The discussion of the technique 
of security analysis includes the con- 
sideration of both industry and com: 
pany. The author is associate profes 
sor of finance in New York University. 


AMERICAN BANK FaiLures. By C. D. 
Bremer. New York: Columbia Uni- 
versity Press. $2.25. 


Tus book is a study of bank failures 
from 1865 to 1935 and should be of 
particular interest to bankers. It con 
tains chapters on the liquidation of na 
tional and state banks, the responsibility 
for failures and guaranty of deposits, 


MoneEY AND BANKING. By William 
Howard Steiner. New York: Henry 
Holt & Co. $4.50. 


PERHAPS no recent book on these two 
subjects has covered so much ground 
and with such painstaking care as dis 
played in this volume. Practically all 
phases of money and banking are com: 
prised within the more than 900 pages 
which the volume contains. In stating 
the various theories about money, both 
sides are given with entire fairness, and 
as a rule the author’s own opinions are 
either reserved altogether or but mildly 
expressed. From its comprehensive and 
thorough character the volume must 
long take rank as a most valuable con: 
tribution to the literature of money 
and banking. Abundant references at 
the end of each chapter’ will be found 
helpful to the student who wishes to 
extend his studies. 





“Hell Bent for Election” 


A 78-PAGE pamphlet has recently been 
published by Doubleday Doran with the 
arresting title “Hell Bent for Election.” 
It comes from the ever-facile pen of 
James P. Warburg, formerly vice-chair- 
man of the Bank of Manhattan Com- 
pany. Following are some significant ex- 
tracts from Mr. Warburg's analysis of 
the mind and character of the President: 
“Until quite recently it was my feel- 
ing that the things to fight were wrong 
ideas and wrong policies rather than the 
men who originated them or put them 
into effect. Ideally speaking, I still 
think this to be true. But we have got 
beyond the point of speaking ideally 
we have come to the point 

where we must appraise Franklin D. 
Roosevelt by his own standard .. . 
‘the way we do things, not just the way 


we say things.’ ” 
* * * 


“Mr. Roosevelt’s individuality is such 
as to make him an ideal candidate for 
popular office, but a dangerous and in- 


effective incumbent once elected.” 
* * * 


“The hypothesis which I wish to state 
is that Mr. Roosevelt is neither insin- 
cere nor unintelligent, but that his mind, 
and consequently his words and actions, 
are dominated by his emotional desires, 
likes, and dislikes to an unusual extent, 
and that this domination of the mind by 
the emotions is what causes his incon- 
sistencies and accounts for all his ex- 
traordinary contradictions. 

“I believe that Mr. Roosevelt's pri- 
mary desire is a desire to be agreeable, 
that is, to be liked and admired by 
whomsoever he happens to be with at 
the moment. 

“I believe that Mr. Roosevelt wanted 
to become President and wants to re- 
main President primarily because being 
President expresses, more than anything 
else could express it, the fact of being 
liked and admired by the greatest pos- 
sible number of people. 

“Mr. Roosevelt has definitely deter- 


mined the issue on which he must go 
to the country next year. He has defi- 
nitely determined that the issue shall 
be whether or not we want to abandon 
the home rule principle, States’ rights, 
and the fundamental concept of our 
constitutional democracy in order to 
make a try for the ‘more abundant life’ 
by setting up a bureaucratic dictator- 
ship of ‘master minds’ in Washington. 

“He has definitely asked us to decide 
whether we agree with Governor Roose- 
velt, who in 1930 condemned such an 
attempt, or with President Roosevelt, 
who in 1935 recommends it. 

“Whether or not Mr. Roosevelt ad- 
mits this to be the issue matters not in 
the least. His actions and his recent 
utterances can leave not the slightest 
room for doubt.” 

* * * 

“If Mr. Roosevelt says that this is 
not the issue, that he is only trying to 
save the American order from itself, 
that re-electing him is the only way 
to prevent revolution, and so forth and 
so on, I for one shall only smile. 

“Not because I shall not think he 
believes what he is saying. 

“Not because I shall doubt his much 
discussed ‘sincerity.’ 

“But because I know that Mr. Roose- 
velt can make himself believe what he 
wants to believe, think what he wants 
to think, and remember what he wants 
to remember. 

“Because I know that in talking to a 
conservative he wants—really wants— 
to be a conservative; and that in talking 
to a radical he wants to show him that 
he knows more about redistributing 
wealth than the late Senator Long. 

“Because I know, in other words, that 
there is only one real driving force in 
Mr. Roosevelt, and that is the desire to 
be liked and admired by the greatest 
possible number of people. 

“That is why I have given this book 
the somewhat flippant title: 

“HELL BENT FOR ELECTION.” 
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Let’s Have More Clubs 


{Digested from THE Savincs BANKER} 


HESE are great days for every- 

day folks! Time was when only 

the man with the snooty bank ac- 

count could join a club. Now, anybody 

who can scare up even two bits a week 

is eligible to membership in such an or- 
ganization—thanks to savings banks. 

But, in spite of the great work these 
banks have done in catering to the club 
yearn of the garden variety of individ- 
ual, the ground has been only slightly 
scratched. Why so few clubs? Why 
not a hundred or more per bank? After 
all, Tax, Vacation, Christmas, Coal and 
those other clubs whose titles have, for 
the moment, escaped me, interest only 
limited groups. Some people pay no 
taxes, some never take vacations (at their 
own expense, at least), some think Santa 
Claus is just a bunion on the pocket- 
book and some buy no coal, either burn- 
ing oil or going to Florida for the win- 
ter. Why not satisfy all these others, 
too, even if the ordinary business of the 
banks must be handled by an additional 
eight-hour shift, working, say, from four 
to twelve P. M., or dispensed with en- 
tirely? Let there be more clubs—at any 
cost! With all humility, I offer a few 
suggestions. 

The first that comes to my mind is the 
Engagement Ring Club. Why? Un- 
doubtedly because this is the season ot 
greatest danger to a young man—the 
sentimental time of year when ladies- 
in-search-of-husbands, ably abetted by a 
mellow moon and gentle zephyrs in the 
tree-tops, whipsaw him into uttering cer- 
tain expensive words that commit him 
to the purchase of a one-stone trinket 
that is notorious for its wallet-flattening 
powers. 

Logically, the next club to consider 
is the Wedding Ring Club. I do not 
favor such a club, however. Because if 
any man has to join a club to gather 
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together the eight dollars required to bu 
a good-enough wedding ring, my advig 
to him is that perhaps he'd better gig 
this marriage question a little mon 
thought. ‘ 
A Honeymoon Club, on the othe 
hand, would be most desirable. Judg 
ing from my limited, though acutt 
knowledge of honeymoons, I beliew 
that this club should run for at least fix 
years, regardless of the amount of thi 
weekly deposits. Goodness knows, evel 
ordinary traveling nibbles at a bank ag 
count like a hungry mouse at a pieceg 
cheese. But honeymooning just gulps i 
down. ‘ 
It can hardly be gainsaid that, at this 
point, a Baby Club deserves serious 
thought. In fact, no young marrié 
couple should fail to join such a clip 
promptly. I am not a betting man, @ 
pecially if I stand any chance of losing: 
But I should be willing to bet that 
well, anyway, I submit the suggestion 
of establishing a Baby Club with the 
utmost confidence in its usefulness and 
ultimate popularity. 4 
Unfortunately, some marriages go off 
the rocks. This indicates the need of @ 
Reno Club. The period of required dé 
posits will, of course, vary from Si 
months to an indeterminate number @ 
years. To be on the safe side, the Rene 
Club should be joined immediately aft 
the ceremony. a 
Other suggested clubs are a Tha 
giving Club, assuring a complete over 
loading of adult stomachs; a Woolly 
Underwear Club; an Ice Cream Con 
Club for children and a Birthday Clube 
And so to sum it up in a word: Ie 
us have more clubs! What of it # 
these clubs cut into the earnings of the 
banks! Aren't savings banks makif 
too much money, as it is? Any legis 
lator or mortgagor can tell you that! 7 





